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Without one star 


performer...the show 


couldn't go on! 


TEEL is absolutely essential to your enjoy- 
S ment of the movies. The typewriter on 
which the author writes the script is made of 
steel. The laboratories which make the film 
... the cameras which photograph the action 
... the machines which record the voices and 
music... the cans which carry the film all over 


the country . . . the box office machine that 





hands you your ticket ... the projector which 
shows the film... are all made of steel. 

But this is not unusual, because steel is an 
indispensable part of every industry, business, 
home—and every part of America. 

Helping to make that steel consistently 
better is the job of the industrial family that 
serves the nation ... United States Steel. 


LISTEN TO... The Theatre Guild on the Air, presented every Sunday evening by United States Steel. 
American Broadcasting Company, coast-to-coast network. Consult your newspaper for time and station. 


UNITED STATES STEEL CORPORATION SUBSIDIARIES 
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UNITED. STATES LINES 
COMPANY 


Common 
Stock 





The Board of Directors has authorized 
the payment of a quarterly dividend of 
sixty-two and one-half cents ($.62'4) per 
share payable December 16, 1947 to hold- 
ers of Common Stock of record December 
3, 1947 who on that date hold regularly 
issued Common Stock ($1.00 par) of this 
Company. 

Holders of former stock issues of the 
Company entitled to issuance of Common 
Stock ($1.00 par) in exchange for their 
holdings will be paid this dividend when 
exchange is made 

Stockholders who have not yet ex- 
changed their temporary certificates for 
permanent, engraved certificates now 
available at Bankers Trust Company, 
16 Wall Street, New York 15, N. Y. are 
urged to do so. 

CHAS. F. BRADLEY, Secretary 


One Broadway, New York 4, N. Y. 
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. 
International Petroleum 
‘ - e 7 
Company, Limited 
Notice to Shareholders and the 
Holders of Share Warrants 

Notice is hereby given that a semi-annual dividend of 
25 cents per share in Canadian Currency has been 
declared and that such dividend will be payable on 
tter December Ist, 1947. 


ora 






Phe said dividend in respect of shares represented 
by any Bearer Share Warrant of the Company of the 
1929 issue will be paid upon presentation and deliv- 
ery of Coupon No, 68 at: 
THE ROYAL BANK OF CANADA 
King and Church Streets Branch 
Toronto. Canada 

The said dividend in respect of shares represented 
by Registered Certificates of the 1929 issue will be 
paid by cheque mailed from the offices of the Company 
on November 29th, 1947, to Shareholders of record 
at the close of business on November 14th, 1947. 

The transfer books of the Company will be closed 
from November 15th to December 2nd, 1947, inclu- 
sive, and no Bearer Share Warrants will be ‘‘split” 
during that period. 

Shareholders resident in the United States are 
advised that a credit for the 15% Canadian tax with- 
hold at source or deducted upon payment of coupons 
is allowable against the tax shown on their United 
States Federal Income tax return. In order to claim 
such credit the United States tax authorities require 
evidence of the deduction of said tax, for which pur- 
pose Ownership Certificates (Form No. 601) must 
be completed in duplicate and the Bank cashing the 
coupons will endorse both copies with a certificate 
relative to the deduction and payment of the tax and 
return one Certificate to the shareholder. If Forms 
No. 601 are not available at local United States 
banks, they can be secured from the Company’s office 
or the Royal Bank of Canada, Toronto. 

Subject to Canadian regulations affecting enemy 
aliens, non-residents of Canada may convert this 
Canadian dollar dividend into United States cur- 
rency, or such other foreign currencies as are per- 
mitted by the general Regulations of the Canadian 
Foreign Exchange Control Board, at the official Can- 
adian Foreign Exchange Control rates prevailing on 
the date of presentation. Such conversion can be 
effected only through an Authorized Dealer, i.e., a 
Canadian branch of any Canadian Chartered bank. 
The agency of the Roval Bank of Canada, 68 Wil- 
liam Street, New York City, is prepared to accept 
lividend cheques or coupons for collection through 
in Authorized Dealer and conversion into any per- 
mitted foreign currency 
By order of the Board, 


C. H. MULLINGER, 





Secretary. 
434 University Avenue, Toronto 2, Canada 
27th October, 1947 








C CONTINENTAL 
CAN COMPANY, Inc. 


The year end dividend of fifty cents (50¢) 
per share on the common stock of this 
Company has been declared payable 
December 15, 1947, to stockholders of 
record at the close of business November 
25, 1947. Books will not close. 
SHERLOCK McKEWEN. Treasurer. 
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How the “Flying Eye” strikes oil in the jungle 


HE “FLYING EYE’’—shown trailing by cable from the 

plane above—is a remarkable device. Scientists of Gulf 
Oil spent years developing and perfecting it. This delicate 
electronic instrument measures variations in the magnetic 
field of the earth’s surface. 


In effect, it can see through the earth’s crust and chart 
the underground structure—showing likely places for oil 
deposits. Thanks to the ‘Flying Eye,” Gulf scientists can 
look for oil over vast, unexplored areas—jungles, tropical 


swamps, and mountains—places difficult to reach in any 
other way. 

During the war, Gulf’s “Flying Eye” provided the basis 
for the detection of submerged enemy submarines. It 
proved a potent weapon. 


The “Flying Eye” is but one of thousands of ways Gulf and 
other petroleum companies make it possible to give Ameri- 
cans the world’s best petroleum products for use in cars, 
industries and homes. 


PETROLEUM PROMOTES PROGRESS! 
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The Trend of Events 


SET FOR ACTION . President Truman in his 
address to the nation has set down the terms of the 
problem which Congress will be asked to solve when 
it meets in special session on November 17. Re- 
covery in Western Europe and economic stability at 
hme are the two facets of this single problem. 
Their joint presentation constitutes long-delayed of- 
ficial admission that the two questions must be con- 
sidered as one and that a successful solution of the 
foreign aid program is feasible only if a plan is first 
gies to keep the domestic economy on a sound 
asis. 

The domestic isue, dramatized in terms compre- 
hensible to every citizen as the battle against high 
prices, would exist even if there were no need for 
foreign aid, though the latter exerts additional pres- 
ure on prices. It is a contributing factor but cer- 
lainly not the main cause. The progressive price 
inflation we have experienced, together with the 
ever-present threat that it may get out of hand with 
lire results, involves social ills apparent to all. 
Failure to deal effectively with it can only bring 

sery to millions. It can also undermine the basis 
of American foreign policy and imperil America’s 
bosition of moral leadership in the world. For all 
hese reasons it is imperative that constructive and 
fective action be taken at the forthcoming extra 
session of Congress. 

At this particular time, of course, there can 
ardly be a question of reversing the price trend, 

President Truman clearly implied. Rather the 
ask is to put a halt to the continued rise in prices, 
0 prevent another price-wage spiral, another gen- 
tal round of wage increases by spring. Since wage 
émands are primarily motivated by rising food 


prices, it is obvious that the inflation problem will 
have to be tacked at the food price front first and 
foremost. Any other proposals to check inflationary 
tendencies, and there may be many, will only be 
secondary from the standpoint of their effect on 
the main problem. 

There have been numerous suggestions that price 
ceilings with or without rationing should be restored 
immediately on basic commodities, chiefly in the 
agricultural field. Three weeks ago, the Administra- 
tion still was opposed to such drastic steps, de- 
scribed by the President as police state methods 
which should be only used in an emergency. One 
wonders whether the Administration now believes 
that the emergency has reached a point where such 
measures will not only be justified but offer the 
only practical solution. We know that the Presi- 
dent’s decision to call a special session has been 
spurred by urgent warnings of his Council of Eco- 
nomic Advisers that the inflationary spiral has 
reached a dangerous stage, calling for immediate 
legislation to curb runaway prices or else courting 
certain collapse. 

The President’s recall of Congress and his radio 
address to the nation failed to outline any specific 
measures to fight rising food prices though the 
Council has been urging revival of some price con- 
trols as the only way of breaking the price spiral. 
It remains to be seen whether the Administration’s 
proposals, and for that matter those of the Republi- 
can leadership in Congress, will be as sound as the 
urgency of the situation would seem to call for. We 
know that prices are not responsive to exhortation. 
Sterner measures are required to achieve the de- 
sired results. Such measures may open up a Pan- 
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dora’s box of domestic political issues, yet there 
should be no shrinking from them. The western 
world is facing its greatest crisis that calls for con- 
structive non-partisan cooperation in the formula- 
tion of a program in which there can be no place 
for half-measures. It is an issue which we cannot 
afford to make a political football. 


GLEAM OF HOPE... In a gloomy world economic 
situation characterized until now by progressive 
deterioration, the agreement between Britain and 
the United States on mutual tariff reductions, just 
announced, appears much like the proverbial silver 
lining. The agreement is one of 103 separate bi- 
lateral trade deals concluded by twenty-three na- 
tions which have been negotiating at Geneva for 
nearly seven months. 

While actual terms of the tariff reductions will 
not be known for another three months, we are not 
inclined to overrate their importance despite the 
British announcement that they will “give imme- 
diate advantages” to the British export drive. Still 
the fact that some sort of an agreement involving 
lowering of tariff barriers was possible is encourag- 
ing no matter how modest its actual significance. 

The Anglo-American agreement specifically points 
out a way — the only practical way in the long 
run—to resolve world economic difficulties, and par- 
ticularly British difficulties. It will spur the British 
sales drive in the United States, giving them an 
opportunity to earn some of the dollars that Britain 
so urgently needs. By thus helping Britain to pay 
for her American imports, we not only put trade on 
a sounder basis but we reduce the need for financial 
help—at the taxpayer’s expense. In the last analy- 
sis, only by buying goods can we sell goods. Also, 
it is the only way by which our funds lent abroad 
can come back to us. It certainly is better to increase 
our imports and thereby receive payment for some 
of our exports than to continue to make large gifts 
or non-commerical loans, repayment of which is 
more than doubtful. 


ANTI-TRUST SUIT .. . The Justice Department last 
week in a long-delayed civil anti-trust action ac- 
cused seventeen leading investment banking houses 
and the Investment Bankers Association of conspir- 
ing to monopolize the American security business. 
The action was widely interpreted as a move to 
foster compulsory competitive bidding on new issues 
of corporate securities. The Government complaint 
alleges that the defendants, in pursuance of the 
purported conspiracy, have agreed to eliminate com- 
petition among themselves and to eliminate the com- 
petition of other investment bankers and other 
prospective purchasers of new securities. 

The charges are roundly denied by the defendants 
who correctly point out that all phases of their busi- 
ness are stringently regulated by Federal and State 
laws and supervised by the SEC which is thoroughly 
familiar with the methods and practices of all 
phases of security financing. Thus if the charges 
are found justified, it must follow that the SEC has 
been unable to protect investors adequately. Also, 
the practices which are attacked as illegal have in 
general been sanctioned by common usage for three 
decades. The question that immediately springs to 


mind is why, in that case, has no objection been 
raised against them before? ; 

We have no intention to judge the merits of the 
Government action which after all is up to the 
courts. But we do know that ever since the 1930s, 
the investment banking business has been one of 


the most competitive and most regulated. In view — 
of this, we are not particularly surprised that some f 
of the defendants are inclined to see in this action, 
and particularly in the form in which it was 
brought, a revival of the attacks on Wall Street f 
that were once so popular for political reasons. But — 
| Speak 
) pansi 
demal 


it must be remembered that Wall Street today is 
far different from what it was twenty years ago. 
Apart from the controversial aspects of the case, 
we feel that the timing of the action is particularly 
unfortunate. It comes at a moment when the need 
of business for capital is large and urgent, and 
action of this kind may seriously handicap the 
financing of American industry. It certainly is not 


furnishes the channel between capital available for 
investment and business in need of funds for ex- 
pansion and production. If this flow of capital into 
industry, today more vital than ever, is obstructed, 
no good can result. 


THE BUSINESS BOOM ... If any further proof of 
the underlying strength of current business were 
needed, we find it in the announcement that indus- 
trial output in September, in terms of the Federal 


Reserve Board’s Index of Industrial Production, has f 
) pursu 


risen to 185% of the 1935-39 average, up from 
182% 


of 190% registered in March this year. 

Of particular interest is the fact that the further 
gain was almost wholly due to a strong upsurge in 
production of durable goods including steel, trans- 
portation equipment, most types of machinery, auto. 
mobiles; and of minerals such as coal and oil, the 
former rising substantially, the latter reaching a 
record rate. Against this excellent showing, non- 
durable goods production advanced only nominally. 

All this means that not only business as a whole 
but outlays for plants and new equipment continue 


at record levels. Industry has not yet fully replacedf 


worn-out equipment and expansion plans are far 


from completed. The prospect is that business} 


spending will continue at least at current high levels, 
rendering unrealistic any thought of an early let- 
down in overall business. At the same time, con- 
sumer buying is proceeding at a rate at least as 
substantial as earlier in the year. 

Added together, these factors provide not only a 
strong underpinning for the business boom but for 
the price structure as well. A business recession cal 
be viewed as possible only if both exports and busi- 
ness spending fall off concurrently and fairly sub- 
stantially but no such development is_ really 
expected. While any production gains henceforth 
will be slow and narrower than heretofore—since 
our economy is already operating at virtual capacity 
—it would not surprise if the March peak of indus. 
trial production were once more matched, at least 
temporarily, before the inevitable leveling out proc- 
ess begins. 
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in August and 177 in July, bringing the Index f 


once more within close reach of the postwar peak > 
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| tov and the clique of ir- 
' reconcilables of which 
' he is the leader, have 


| perience and persist in 
| pursuing the same tac- 
tics today, creating sus- 





/ among the people of the 


Us g See OL J BY CHARLES BENEDICT 


MOLOTOV — LIABILITY TO THE RUSSIAN PEOPLE 


23 of the most interesting disclosures in 


' former Secretary of State Byrnes’ book “Frankly 
| Speaking” had to do with the fear of Russian ex- 
| pansionist intentions aroused by Molotov’s greedy 
' demands on Hitler following the Polish invasion by 


Germany. These demands so infuriated the Fuhrer 
who had already permitted Russia to walk in and 
share in the territory conquered by the German 


‘armies, that without notice he viciously attacked 
| the U.S.S.R. The result 

' was utter 
' of great areas and the 
' wiping out of millions 
' of Russian people. 


devastation 


» 


It seems that Molo- 


not learned a_ lesson 
from this dreadful ex- 


picion, distrust and fear 


United States—in fact 
among people all over 
the world. 

The aims and policies 
pursued by Molotov- 
Stalin since the end of 
the war vary little from 
the demands they made 
on Hitler. In fact, Bol- 
shevik greed goes far 
beyond traditional Rus- 
sian imperialism. It is 
a matter of record that 
since 1939 the Soviets 
have acquired nearly 
300,000 miles of terri- 
tory bringing the areas 
of the Soviet Union to 
nearly 814 million 
square miles — and yet 
there is no end _ to 
Soviet efforts at pene- 
tration, conquest and annexation. 

Certainly it is clear now that the Russians are 
hot going to be able to hold permanently the terri- 
tories they have already grabbed. They are spread- 
Ing themselves too thin. And yet their pompous 
leaders are choosing this time to create turmoil— 
with their representative heaping “rude and vulgar” 
abuses (to use the language of Vishinsky et al as 
applied to others) upon the leaders of the United 
States as well as patriots in other countries who 
are opposing their expansionist plans. This cannot 
do the Russian people any good—nor in fact in the 
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long run can it benefit the Russian government to 
stir up the hatred of the world against them. This 
is convincingly brought home by recent elections in 
Europe reflecting increasing revulsion against Soviet 
methods and aims. 

That Rusian leaders are angrily recognizing the 
danger in this trend is evidenced by the hostile bat- 
tle they are waging in the UN against a free press. 
They fear the ever increasing spread of the true 
facts about Rusian ag- 
gression all over the 
world. They recognize, 
too, the disadvantage 
of having representa- 
tives of all countries 
congregate in the 
United States and 
therefore bitterly re- 
sent the open forum 
through which the 
truth must seep through 
to every land, especially 
since they had consid- 
ered this platform their 
special prerogative to 
be used for their own 
propaganda exclusively. 

That propaganda, un- 
fortunately, still fools 
far too many. Under 
Soviet concepts of a so- 
called free press, -the 
people inside Russia — 
the very people who in 
the end will have to 
bear the consequences 
if Soviet policy leads 
once more to disaster— 
haven’t got a chance. 
Russian control of the 
press of their satellites 


has the same effect. 
But everywhere else 


where people are better 
informed, where a free 
press is permitted to 
tell the truth and point 
out the dangers in today’s drift of world affairs, an 
aroused public opinion is coming to the support of 
those forces which prefer stability to chaos, free- 
dom to slavery, peace to war. 

It is a great pity that Molotov and his clique are 
in a position to continue these tactics for eventually 
the people of Russia are going to be called upon to 
pay the price in blood and travail. 

It will be hard as the Russians are peace-loving 
as a people. They have been long suffering under the 
yoke of tyrants—whether autocratic czars or Com- 
munist dictators. But I (Please turn to page 167) 


ti? 





Can Extended Rise Develop—From Current Levels? 


The Administration’s effort to revive some of 
its wartime economic controls, portending con- 
troversy in the special session of Congress, in- 


jects a new uncertainty. Recent technical indi- 


cations, while not decisive, have been adverse. 
We believe it is prudent to take enough profits 
to reduce invested positions to 50% in average 


accounts, and we so recommend. 


By A. T. MILLER 


R ecent market action puts a much in- 
creased burden of proof on the bull side. What it 
foots up to, after a test of some significance, is 
failure of the Dow industrial and rail averages— 
and all other comparable measures—to surpass the 
levels represented by the July recovery tops. For 
all practical purposes, that immediate area is a 
double-top, since the July highs differed relatively 
little from those of last February. This makes the 
question of the market’s ability or inability to 
“break out” through it all the more significant from 
any technical point of view. 

On the rise from the September reaction-lows, 
the highs to date were seen on October 20 at 185.29 
for the Dow industrials and 51.19 for rails. This 
compares with July tops of 186.85 and 51.63. (All 
figures are on a closing-price basis.) The retreat 
from the recent highs looked like a slight recession 
for some days, but picked up considerable momen- 
tum for a time in the forepart of last week. By 


October 30 the industrials were down to 181.32, the 
rails to 48.51. That was by no means a wide decline, 
but it sufficed to cancel about 38% of the preceding 
rise in industrials and 66% of that in rails. Thus 
it left the rails much closer to a test of their Sep- 
tember lows than of their previous 1947 highs. 


Little Rallying Power Shown 


In the final two sessions last week the list was 
generally steady, at prices a point or so above the 
week’s low in the case of the industrial average, 
but only a small fraction in that of the rail index. 
Volume on this nominal improvement was much 
lower than on the sell-off. Up to our press time 
there was nothing to suggest that a resumption of 
the September-October intermediate uptrend was 
in the making. 

Whereas in previous weeks there had been tenta- 
tive indications of a revival in speculation, this has 

now been reversed. There is again less 
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willingness all around to assume risks. 
You see it in the indifferent perform- 
ance of our index of 100 low-price 
320 stocks. (Apparently the sharp spurt 
310 therein for the first week ending in 
October was due predominantly to the 
resumption of margin trading on 
aad stocks priced between $5 and $10 a 
280 share.) You see it also in the abrupt 
270 retreat of some of that minority of 
260 individual stocks which had _ been 
speculative favorites during much of 
October. Finally, you see it to some ex- 
tent in the Support Indicator charted 
230 on this page, although the warning 
eae evidence so far is partial, rather than 
decisive. 

It is, of course, an open question 
200 whether the market’s failure to push 
190 through the February-July supply 
180 level will stand as “finished business.” 
70 A breaking of the September support 
level would have to be interpreted as 
ad implying an intermediate downtrend, 
150 capable of eventually testing the May 
bear-market lows. But as long as the 
September lows remain intact, allow- 
ance will have to be made for a re- 
sumption, sooner or later, of the up- 
side effort. It has to be noted that the 
range between the year’s high and 
the September low is only 11.99 points 
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either way becomes an in- |e00 240 
ferentially significant test of ia 
previous supply or support l 
levels, thereby affecting |:50 200 
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measured in points alone. | | | ad 
if entire reliance were UIA I, [h, 
placed on the technical in- | s¢-*™t Th HH i20 
dications heretofore  dis- i 
cussed, no adequate case 

















could be made for pre- 
cautionary selling except in 
trading accounts, or in such 
individual investment  ac- 
counts as have less than the 
25% reserves we have here- 
tofore recommended, since 
those indications are not yet 
decisive. However, in the 
present situation we do not 
think it would be prudent to 
go on that reasoning alone. 
New uncertainties for Amer- 
ican business are plainly 
involved in the proposals 
which the Administration 
will make to the special ses- 
sion of Congress soon to be- 
gin. We do not have any 
conviction that this will de- 
press the market, although 
it might. But the question 
of how far Congress will go 
in reviving some of the war- 
time economic controls will 
be unsettled for at least 
some weeks, and under these 
circumstances we do not see 
how the chances for significant market rise can be 
rated good. 
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What Will Congress Do? 


It is a reasonable surmise that the report of the 
President’s Council of Ecoonmic Advisers, released 
for publication Sunday, November 2, was framed to 
support the controls which the Administration had 
already decided to recommend to Congress. The gen- 
eral character of these proposals had been an “open 
secret” for some days. To combat further inflation- 
ary pressures resulting from aid to Europe, reliance 
would be placed on allocation of scarce materials for 
domestic use (difficult to administer, with countless 
unpredictable repercussions); continuation and 
strengthening of export controls; penalties or premi- 
ums aimed at discouraging hoarding of scarce mate- 
rials (also difficult to administer) ; restrictive meas- 
ures against speculation in commodities in short 
supply; maintenance of present tax rates, reduc- 
tion in Federal expenditure and encouragement of 
individual saving; enlargement and “aggressive use” 
of the power to control expansion of credit. 

If this is the President’s program, it is obviously 
more political than realistic, since it will not lower 
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food prices or even necessarily prevent further rise; 
nor will it check further wage increases. Aimed 
mainly at industry, it will not offend farmers or 
labor union leaders. It is bound to precipitate a hot, 
if not bitter, political fight in Congress. And since 
the proposals stem from the foreign aid program, 
it may be more difficult to divorce the latter from 
politics than had been expected. 

The recent market unsettlement coincided with 
the advance shadows of Mr. Truman’s anti-inflation 
program. It probably was one of the causes, but not 
the whole story. Nearing the old highs, stocks found 
the going increasingly hard, making small progress 
on relatively heavy volume. They might have done 
so in any event. The clinching evdience of a week- 
ened technical position was provided when the mar- 
ket proved unable to capitalize on the widely pub- 
licized boost in the United States Steel dividend and 
the accompanying statement of the management that 
it saw only bright economic skies ahead. It was after 
that proved a “dud” that the sell-off became rather 
sharp. There has been plenty of good dividend news, 
and a Right-ward swing in France and elsewhere. 
Considering the market response, it is questionable 
whether it can get much (please turn to page 167) 
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* GAUGING OUR x x x 
PRODUCTIVE CAPACITY 


By E. A. 


a, sharp contrast to the Thirties when 
we used our resources of manpower, plant and equip- 
ment only partially and yet produced more goods 
than we could sell, we are using today our resources 
to the hilt and yet are unable to meet all demands. 

Neither the production “surplus” of the depression 
years nor the current scarcities in many fields have 
created an ideal economic atmosphere. The ‘“‘surplus” 
as we know, was not really a pleasant thing because 
there existed concurrently great and pressing needs 
for many goods. On the other hand, the urgency for 
greater production in today’s world goes far beyond 
anything previously experienced, and while we pro- 
duce a great deal, we still have shortages that con- 
tribute materially to present-day inflationary pres- 
sures, an equally unhealthy situation. 

Our industrial output at present is running at 
peak levels and we are producing virtually at full 
capacity. There is no substantial segment of our 
economy that is not very active. Yet it appears that 
the torrent of goods for which we had been waiting, 
in most fields may not soon develop into the all- 
engulfing flood that many had expected. Overall de- 
mand continues to exceed overall supply, and we are 
far from a complete balance. It raises the question: 
What is preventing achievement of balance? Is there 
evidence that the nation’s demand potential has out- 
stripped our productive facilities ? 

In probing this question, we have to get back to 
fundamentals. With reconversion out of the way, it 
is no longer possible to deal with production trends 
in terms of the special problems of the postwar 
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recovery period. In this field, as in most others, the 
impact of the war is by now widely diffused, and the 
fundamentals of business organization and the 
structure of our productive system are again the 
predominant factor of analysis. 

Basically there are two types of limits on produc- 
tion. One has to do with the physical capacity of 
our industrial plant, our labor force and the supply 
of raw materials. The other has to do with business 
conditions, that is all those thing which go towards 
determination of demand for goods. 


Physical Limitation Takes Two Forms 


In examining physical limitations, it is well to 
consider the complexity and interdependence of our 
modern economy. No factory, no industry is self- 
sustaining. All require tools, machinery and services 
from others, and depend upon public utilities for 
power and transportation. Thus the physical limit 
on production may take two forms: Inadequate 
productive capacity and resources, and bottlenecks. 
At present, there are clear signs of both, and that 
includes our manpower resources. 

The war left us with a depleted supply of most 
natural resources and with critical shortages of 
some of the most essential minerals. American in- 
dustry also found itself with surplus capacity in 
some lines and serious deficiencies in others. To- 
gether this has created numerous bottlenecks and 
lagging production in certain fields that has been 
largely responsible for the lack of postwar economic 
balance. 
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In the long run, lack of natural resources should 


- not be a limiting factor on our productive capacity, 


for given free access to world markets, we should 
be able to get all the raw materials we need. Simi- 
larly, industrial capacity, where it is found defi- 
cient, can be expanded enormously in a few years, 
thus lack of industrial capacity, where it exists 
today, should not prove a permanent bottleneck. 
Temporarily, however, deficiencies of both, natural 
resources and productive capacity have been real 
factors in retarding postwar balance. Shortages of 
certain steel products, for instance, impede produc- 
tion in plants that are dependent on steel. Many 
lead products are in short supply and shortages of 
some copper items can be traced all the way to in- 
adequate mine production. Uncertain or inadequate 
deliveries of these and other products make some 
facilities and some labor idle from time to time, and 
may give the appearance of wasted capacity. Actu- 
ally, this type of idleness is just as much a limit on 
production at any given time as the general un- 
availability of additional labor. It is one of the 
factors that is contributing to current fluctuations 
in the rate of output, especially in some of the dur- 
able goods industries. 
Economic Aspects 

Compared to the physical limits described in the 
foregoing and which have been the most outstand- 
ing retarding elements in the past months, purely 
economic aspects have been relatively -less impor- 
tant. There has been no great slackening in overall 
consumer demand. Adequacy of the money supply, 
a prerequisite to maintenance of a high rate of 
production, has never been in question. Yet we find 
that for the longer term there is relatively more 
concern about business conditions that may limit 
production than about industrial capacity. The rea- 
son is simple. Productive capacity has been, and 
still is, expanding at an enormous rate! 

This is first of all evidenced by the production 
changes that have occurred in the postwar period 
as illustrated in the accompanying charts. Many of 
the production gains have been possible only be- 
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cause of expanded facilities. It is further and most 
concretely evidenced by the prodigious postwar 
spending of business for new plant and equipment, 
as shown in the appended tabulation. Such business 
outlays currently run at a rate of over $16 billion 
annually, a decided vote of confidence by manage- 
ment in the business outlook. 

This unprecedented expansion drive is being car- 
ried forward by industry in the face of major ob- 
stacles. High and steadily rising costs have made 
present-day expansion quite expensive. With equip- 
ment manufacturers booked for long periods ahead, 
there is uncertainty about the time of delivery of 
many types of equipment needs. Additionally, exist- 
ing tax laws, with restriction upon depreciation al- 
lowances, do not encourage replacement of older 
equipment. Yet industry generally has decided that 
it is more important to expand capacity immedi- 
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ately, even at high cost, than to await more pro- 
pitious conditions. In fact, expansion programs are 
being stepped up in many instances though costs 
are running far above original estimates. 

Industrial expansion takes time; it cannot be 
done overnight. But given time, the problem of re- 
moving physical limitations to expanding output is 
bound to be solved, and the solution comes nearer 
day by day. It is for this reason that business shows 
far more concern about economic aspects of the 
general outlook than about problems of capacity 
which, by and large, are well on the road to solution. 
One production bottleneck after another is being 
relieved, but a number of basic ones remain. Until 
they are removed, it is unlikely that overall indus- 
trial production can rise much further. 

Take steel, our number one shortage problem of 
today. The controversy over our steel capacity that 
has been raging between industry spokesmen and 
Government officials, is turning on the critical issue 
whether we can produce enough steel to sustain full 
employment. This year the steel industry will pro- 
duce more than 84 million tons of raw steel, by far 
the largest output in any peacetime year; vet steel 
is critically short, hampering almost everv steel- 
consuming industry. Because it cannot supply suffi- 
cient steel, the industry is under heavy fire, accused 
of unwillingness to expand capacity. Actually it is 
expanding at an aggregate cost of over $1 billion, an 


amount more than one-third of the industry’s total 
present net property investment. Thus in this year 
and in 1948, the steel expansion program will bring 
at least three million tons of new ingot-making 
capacity into production, making total ingot capa- 
city some 94 million tons annually. Additional facili- 
ties for finished steel products will also be provided. 
The controversial question is: Will it be enough? 

Expanding the steel capacity is importantly a mat- 
ter of availability of raw materials, notably scrap and 
metallurgical coal. Both are critically short with 
the result that some seven million tons of present 
industry capacity go unused. Until these shortages 
are relieved, further expansion of steel capacity 
must at best remain a longer range project. The 
problem of steel in the light of present enormous 
demand — both domestic and foreign —Zis one of 
capacity as well as raw material resources and 
therefore not capable of quick or easy solution. The 
conclusion is that steel will remain a problem for a 
considerable time ahead, barring unexpected slack- 
ening of demand that cannot now be foreseen. In 
turn, output of many steel-consuming industries 
will remain adversely affected, especially those re- 
quiring steel sheets and pipe where the shortage 
today appears most severe. Pipe is No. 2 on the list 
of major steel products in short supply. Only fiat 
rolled steel — sheet and strip — is scarcer. 


Other Deficiencies 


Electric power, oil, transportation and non-ferrous 
metals are other industries where future demand 
promises to be substantially higher than in the 
past — and substantially above the demand which 
these industries can satisfy with their present fa- 
cilities. They represent bottlenecks today and with 
steel share the distinction of being industries that 
could put a serious crimp in any full employment 
program. 

Electric power shortages, while less publicized 
than the steel shortages, are nevertheless severe in 
many areas and elecric utilities are rushing new 
capacity to forestall even tighter squeezes. While the 
power supply is being stepped up by the most am- 
bitious program in the industry’s history, a five- 
year program that will cost $5 billion or more, the 
situation will hardly ease much before 1949. Local 
shortages keep developing all around the country 
and emergency measures may become necessary 
in certain problem areas. Thus the acute stage of 
the present power pinch probably has two more 
winters to run but it will take a longer period, 
decidedly, before the electric utility industry will 
again be able to promote power for new uses. 

Growth of electric 
































uns samen ——EEE=E = _ power use has keen 
Expenditures on New Plant and Equipment by U. S. Business enormous but capa- 
1939-1947 city Mi produce — 
(Millions of Dollars) mainly due to war- 
time restrictions — 
1939 1940 1941 1942 1943 1944 1945 1946 1947 has lagged greatly. 
Manufacturing $1930 $2580 $3400 $2760 $2250 $2390 $3210 $5910 $6960 Despite sharp rises 
Mining . 380 560 680 410 360 500 440 560 650 in construction costs, 
Railroad .... , 280 440 560 540 460 580 550 570 1040 the light and power 
Other transportation 280 390 340 260 190 280 320 660 880 industry has em- 
Electric and gas utilities 480 550 710 680 540 490 630 1040 1790 barked on the great- 
Commercial and miscellaneous... 1850 1980 2490 1470 730 970 1480 3300 3870 est expansion pro- 
Total $5200 $6490 $8190 $6110 $4530 $5210 $6630 $12040 $15180 gram and is counting 
nibs heavily on its (Please 

Source: Securities and Exchange Commission 
= —————————————————————— eee turn to page 159) 
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“AND POLITICAL CONDITIONS FOR 
VARIOUS COMPANIES 
By WARD GATES 


i mui and political postwar develop- 
ments, both at home and abroad, point to long term 
shifts in the basic position of certain industries and 
companies that in all probability may have an in- 
cisive bearing on their future investment status. 
Far-reaching fundamental changes are taking shape, 
the direct result of the war and its aftermath, of 
the political and economic consequences of the post- 
war world as it is currently developing. 

The great difficulty is to foresee the future course 
of the new trends that have come into being, to eval- 
uate their real meaning, to gauge whether they will 
be temporary or permanent. Ability to recognize 
these trends and shifts for what they really are may 
pay handsome rewards. Failure to do so may in time 
prove costly. Clearly, with the advent of the postwar 
era, the scene is set for many developments which 
impose upon the investor the duty of extreme watch- 
fulness, since they may importantly determine the 
oe ebb and flow of investment values in various 

elds. 

Any attempt to measure today the long term 
Significance of these developments is at best a 
hazardous task, since many conditions with an im- 
portant bearing on the outlook are still in a state of 
flux and their final adjustment is impossible to fore- 
see. Still there are a number of clues—some more, 
some less concrete—that may be usefully weighed 
with an eye to the future. 

_ In this article we shall deal primarily with certain 
industries where prospects point to a reversal of 
fairly well defined prewar trends, more specifically 
with industries which before the war, from the 
standpoint of investment return, were looked upon 
as static or declining. Most of them are now boom- 


NOVEMBER 8, 


1947 


ing and promise to do exceedingly well 
for a considerable period. In some in- 
stances, their basic position has greatly 
improved, sufficiently so to suggest a 
permanent reversal of their prewar 
trend which in time would logically re- 
sult in a revamping of the investment 
approach to the securities of the com- 
panies involved. The big question is: Is 
there sufficient basis for the assump- 
tion that this trend reversal will be per- 
manent, or is it only a temporary phe- 
nomenon of extraordinary conditions 
currently prevailing? 

The coal industry is a good example. 
Before the war it was in a long term 
decline. While the past has proved that 
declining industries rarely reverse 
their trend, it is not beyond the realm 
of possibility that the coal industry may do the un- 
expected, what with the accent on oil conservation, 
the increasing use of coal as a source of fuel and 
energy in many novel forms, and as the raw material 
in many synthetic industries. Despite many vicissi- 
tudes familiar to most of us, the industry has done 
quite well in recent years and earnings continue 
good. Production is extremely high and would be 
higher, were it not for a shortage of coal cars at 
the mines. The demand outlook is excellent and en- 
hanced by the urgent need of Europe for American 
coal, a need that may be a long time in disappear- 
ing. The domestic shortage of competitive fuels is 
well-known, and steady progress in mechanizing op- 
erations makes for greater earnings stability despite 
offsetting factors such as high wages, difficult labor 
relations, ete. 

On basis of demand prospects alone, coal com- 
panies with few exceptions should continue to make 
an excellent profit showing compared with prewar, 
but there are other factors that would seem to point 
to a bright new future. Enthusiasts say that coal is 
the most maligned, most misunderstood, most val- 





The newsprint industry today is in a vastly better position which 
ultimately may lead to enhanced investment stature of its equities 
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uable, most complex, and most versatile mineral. 
That its greatest disadvantage—that it is solid— 
is being overcome. That tomorrow it will be a source 
not only of solid fuel, but also of gasoline and other 
liquid and gas fuels, lubricants and innumerable 
chemicals. Obviously this is looking a bit far into 
the future, but it is far from unrealistic. Coal can be 
all that, perhaps more, though it is all a matter of 
time and costs. A rapid change in the use of fuels 
is at hand, springing mostly from the revolutionary 
new things being done with coal. Some call it in- 
evitable, since the coal supply is superabundant 
whereas reserves of petroleum and natural gas are 
small by camparison. 


Coal Shares Still Viewed with Reserve 


From an investment standpoint, coal company 
shares are still viewed with a great deal of reserve. 
Overcapacity, labor troubles, sporadic fierce price 
competition has been the industry’s prewar bane, 
with earnings fluctuating sharply. But things have 
changed. Earnings have markedly improved and 
many new factors have sprung up that may well 
point to a better future though the evidence that 
this will be so is far from conclusive. At best it will 
be a long term development; a change in basic trend 
usually takes time. 

Or take newsprint, another case in point. Before 
the war, there was overcapacity, ruinous competi- 
tion, sharp fluctuations in demand. The latter may, 
in time, recur but the overall demand potential has 
greatly increased so that it is hardly likely to sink 
to prewar depression depths even under adverse con- 
ditions. What’s more, capacity as a whole is now 
inadequate and demand- supply balance under today’s 
conditions is still far off. Earnings of newsprint 


makers have been skyrocketing and there are no 
signs of a change. In view of the dismal prewar ex. 
perience, newsprint companies have been reluctant 
to add to facilities which at today’s costs would be 
highly expensive. Moreover, they have learned the 
hard way that excess capacity is a sure road ti 
financial trouble sooner or later. 

Thus the industry today is in a vastly better posi- 
tion. Postwar newsprint consumption, while fluctuat- 
ing with advertising and newspaper circulation, bids 
fair to remain at above prewar levels even under 
declining business conditions. The threat of price. 
disrupting imports appears far less in view of urgent 
European needs for Skandinavian newsprint, needs 
that will grow rather than shrink as European re. 
habilitation progresses. Additionally, and this is 
most important, high wartime and postwar earnings 
of North American newsprint producers have re. 
sulted in vast improvement in their financial status, 
rendering them less vulnerable to the effects of any 
future decline in volume or earnings, with cost-sav- 
ing measures further bolstering profit margins. Thus 
from the standpoint of future return on invested 
capital, the industry as a whole should do measur- 
ably better than in the past, a prospect which on 
definite proof should lead to enhanced investment 
stature of the equities of newsprint companies. 

Iron ore and pig iron, leading industrial raw ma- 
terials, long ago developed declining consumption 
trends (on a relative basis), affected by the grow- 
ing use of scrap and alloy metals in steel making. 
Today’s record peacetime steel production and the 
acute scarcity of scrap has markedly bolstered the 
profits and prospects of indepent iron ore companies 
and pig iron makers whose prewar earnings record 
has not been particularly inspiring. With expansion 
of steel making facilities now under way, and with 


























Dividends and Interest Paid | 
——_———-$ Million —Total Assets—8 Million— Book Value per Common Share 
1933 1936 1937 1941 1944 1946 1937 1941 1944 1946 193719411944 1946 

American Agricultural Chemical... Nil $ .6 $1.0 $ .7 $12 | $14 $22.3 $23.0 $29.7 $32.4 $33.15 $30.00 $35.40 $38.80 | 
ee aa ean $9.2 115 164 82 85 9.6 330.0 347.4 351.5 3644 15.23 18.14 26.14 32.77 
Bond Stores .. NA. 7 8 14 «(16 3.3 INS = 23.7 40.4 47.9 (11.00 —*19.30—-26.00-—-19.53 
Byers, A. M. 2 Nil 2 U1 5 4 168 “176 19.9 19.2 31.40 3485 41.10 44.85 
Continental Baking 94 118 105 112 96 118 76.1 1188 155.5 171.8 11.44 14.05 18.00 20.50 
Crown Zellerbach ‘18 3.2 42 46 3.0 3.5 51.3 485 521 567 (a) (a) (a) (a) 
Firestone Tire & Rubber 2.1 24 38 53 50 48 104.6 106.7 105.1 111.6 6.11 10.50 14.85 _17.10 
| General Foods . 3.9 45 7.6 7.6 84 I1.7 166.2 225.8 294.0 288.2 31.90 41.05 57.50 76.00 
General Mills 34 34 34 39 43 62 605 78.6 97.2 115.7 17.10 19.35 22.40 25.35 
Glen Alden Coal 19 38 21 43 38 3.8 145.1 135.6 1044 103.1 55.60 51.70 44.30 45.20 
Goodrich, B. F. ..... ae 26 5.1 5.9 65 66 89 135.4 149.3 186.9 215.0 24.33 34.85 55.20 80.05 
Goodyear Tire & Rubber 3.7 62 12.3 82 10.2 13.6 194.9 225.1 311.9 3184 26.85 32.00 44.00 60.05 
Great Northern Paper... NA. U1 20 25 1.6 1.6 43.6 44.6 44.8 46.9 41.50 42.60 42.60 42.90 
Interlake Iron 7 6 7 7 8 12 582 54.1 50.6 50.8 23.20 23.60 24.15 23.90 
International Minerals & Chemicals... 4 3 6 2 It 13 285 283 33.6 408 13.77 27.40 29.70 30.70 
International Paper 33.3 5.5 7.0 183 7.3 12.6 258.1 248.5 249.2 252.5 23.40 34.70 46.55 50.95 
Island Creek Coal 13 13 13 166 13 1.6 20.0 23.1 24.4 264 26.70 27.80 32.50 34.75 
Pittsburgh Consolidation Coal 16 17 17 10 3 3.4 175.5 164.9 162.6 128.1 _..... Bea 
Standard Brands 13.1 13.8 109 6.0 4.1 64 77.6 86.5 113.0 143.3 16.32 17.24 21.50 24.00 
(eee 28 7.9 10.3 10.0 11.9 11.9 319.9 313.9 383.3 366.1 43.10 44.15 47.75 48.80 
U. S. Leather ; iti 2 Ni 9 5 6 5 157 13.9 158 14.7 7.40 500 7.85 7.00 
U. S. Lines 14 Lt 10 12 4 45 266 58.9 35.1 77.0 Nil 1263 14.87 20.10 
Virginia-Carolina Chemical* Nil 3 Nil =—.2 625.7 28.6 33.4. 37.7 3.95 9.40 —*10.25~—«*1'7.90 

Wilson & Co. it 3.8 3.9 45 3.8 2.7 90.0 INO 121.4 122.3 1080 13.70 22.00 28.15 | 

(a)—Book Value consists only of Intangible Goodwill. N.A.—Not Available. 
*—For fiscal years ended June 30 of the following calendar year. 
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the scrap shortage continuing acute and prices high, 
ore and pig iron producers face a cycle of relatively 
excellent business and earnings though there is less 
assurance about the long term trend. Competition 
of alloy metals, light metals and plastics are diffi- 
cult to gauge, and so are various other pertinent fac- 
tors in the outlook. Hence it would be rash indeed 
to conclude that a permanent change in trend is in- 
dicated. More likely it will prove temporary. 


Fertilizer Industry in Excellent Position 


The same may not necessarily be said of the com- 
mercial fertilizer industry, currently experiencing a 
strong boom with both domestic and export demand 
exceptionally heavy. This boom may last fairly long. 
Home needs are large, reflecting efforts to achieve 
record crops and the excellent financial position of 
farmers who can afford to spend far more for chem- 
ical fertilizers than at any time in the past. Foreign 
requirements are crucial and pressing, and foreign 
output is wholly inadequate to meet these demands. 
The war has brought about marked shifts in the 
world competitive picture that are strongly favoring 
American producers. While a reversal of this situa- 
tion may eventually occur, it is likely to take consid- 
erable time. Meanwhile American producers find 
themselves in the strongest position in their history 
and are making the most of it, as attested by excel- 
lent earnings. The world shortage of fertilizers will 
persist until the unused capacity of Europe and Asia 
can be brought into production and possibly until 
new productive capacity is created on those conti- 
nents. At present, in the face of terrific demand, the 
world supply is steadily tightening up. The increase 
in production is relatively insignificant when com- 
pared to the rise in demand since prewar. Output in 
Germany, Japan, Italy and Korea has declined rather 
steeply and adequate recovery is not an early pros- 
pect; stepping up of output is largely a matter of 
providing more coal, in itself a basic difficulty. The 
American fertilizer industry, in short, is in a posi- 
tion of strongest entrenchment in 
the world market, quite apart from 
the outstanding potentials of the 
home market. It could lead to a per- 
manent reversal of its prewar declin- 
ing trend unless it ultimately is 
again faced with a world competitive 
situation akin to that of prewar 
years. 

Meat packers before the war had 
their ups and downs, due not only to 
price fluctuations which frequently 
led to severe inventory losses but 
also because meat consumption, on 
a relatively basis, has not fully kept 
pace with the progressive broaden- 
ing of our economy. In a general 
sense, it can be said that changes in 
the standard of living and the rela- 
tive importance of human wants ap- 
parently have led to a lessened im- 
portance of food and clothing during 
the past quarter century, strange as 
this may seem in the light of war- 
time and current experience. Wit- 
ness the unsatisfactory prewar rec- 
ord of the meat packing and baking 
industry. Shelter, in the form of 
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housing, also became less important, and its expan- 
sion irregular. In the case of building, this trend 
almost certainly was a temporary one and a reversal 
has already set in, dictated by dire necessity and 
notwithstanding high building costs. 

Prospects of meat packers, too, have brightened. 
Domestic demand is enormous and export calls im- 
pressive; there are no signs that either will mod- 
erate soon..Home demand over the long range will 
have the benefit of a large population gain, that 
should make for a permanently higher business vol- 
ume compared with prewar. There will of course be 
fluctuations based not only on varying demand but 
supply was well, but on the whole, volume should 
remain higher. Additionally, meat packers are in 
greatly improved financial position that will enable 
them to weather far better any sporadic unsettle- 
ment of their market, while increasing diversifica- 
tion will help stabilize earnings. Indicated greater 
long term stability of earnings is ultimately bound 
to lead to revised investor appraisal of the merit of 
meat packer shares. The strengthening of finances 
since the war alone, paring down top-heavy capital 
structures and greatly reducing prior obligations, is 
a factor that lends new appeal to the “big four” in 
the industry. It may be fully warranted on basis of 
future experience. 

In assessing industries from the standpoint of 
their long term prewar record of investment return, 
whether such a record shows a declining or station- 
ary trend, there are of course a good many border- 
line cases, due to special circumstances. Such cases, 
where circumstances now have changed, deserve 
particular interest. Thus instances where before the 
war there has been a decline or lack of recovery of 
earning power despite expansion of physical sales 
are to be found among the petroleum refiners, the 
rubber and tire industry, hosiery manufacturers and 
makers of trucks and buses, just to mention some 
of the better known industries in this category. 
Their difficulty was ineffective control over supply 
rather than declining (Please turn to page 167) 





Photo by Thornton 


There are many factors that would seem to point to a bright new future for coal 


125 









onditions today point up the unprecedented need for capital expenditures. Ty 
call is for an abundance of venture capital without which our country cannot prospe 
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has led to an advance in 
interest costs for all bor- 
rowers. Bond prices have 
been receding and_ bond 
vields tending upwards. So 
far these changes have 
been relatively modest and 
under normal conditions 
would occasion little com- 
ment. But in view of past 





By HENRY L. BLACKBURN 


bf? here have been increasing signs of late 
that the supply of funds available for investment 
is no longer as plentiful as it was. Not so many 
months ago, there seemed to be no question about 
the plethora of investment money clamoring for 
employment. Despite lowest interest rates, financing 
of every kind was easy and industry, as it entered 
its cycle of postwar expansion, took fullest advan- 
tage of this opportunity. Today, industrial expan- 
sion is far from completed and the need for capital 
continues unabated; however it seems that invest- 
ment funds and especially risk capital is far less 
readily attracted. Moreover, corporate borrowing— 
in fact all borrowing—has become more expensive. 


Financing Costs More 


Let’s discuss first the rising cost of financing, in 
itself a matter of no small importance to corporate 
borrowers who naturally endeavor to do their 
financing on the best posible terms. These terms, 
as recently as last year, have been exceedingly low. 
But the money market, obviously in a period of 
transition, meanwhole has been witnessing a major 
readjustment in interest rates, a definite reversal 
—though still modest—of the easy money policy 
that has prevailed for many years. This reversal 
naturally was not without repercussion in the in- 
vestment market, particularly the bond market. It 
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conditions, their impor- 
tance would seem far 
greater than the moderate 
firming of the interest rate 
structure would indicate. 

The increase that has occurred in short term 
rates is due partly to the changed policies of the 
monetary authorities which “unpegged” the treas- 
ury bill and certificate rates, but to a marked extent 
also it is due to the very substantial increase in the 
volume of loans made by commercial banks during 
the past year. Thus while the bond market is still 
under the influence of the fiscal and credit policies 
followed during the war, at the same time it is feel- 
ing more and more the effects of the heavy postwar 
demand for credit and capital. 

The money market at first reacted only slowly to 
the change of direction implied by the new Treasury 
policy on its short term securities. Banks began to 
raise only slightly their charges on loans to bor- 
rowers, but some time later the bond market halted 
its irregular but long advance in prices and decline 
in borrowing costs. Finally, though slowly, long term 
rates began to move upward, a trend that more 
recently was accelerated so that large corporations 
which could float bond isues readily on a, say, 25/,% 
basis a few months ago now find it necessary to 
pay 3%. 

On the whole, this development, unless it goes 
further—which is a moot question at the moment— 
may be salutary. While it has raised the cost of 
financing for corporate and other bororwers, the 
burden is not yet great. On the other hand it 
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romises a better return to investors. Should, how- 
ever, the trend continue and become more drastic— 
something that few are willing to predict with 
assurance So long as the Government long term rate 
of 214% remains fixed and dominant—the impact 
on corporate borrowers will be a more serious mat- 
ter. At any rate, low cost financing as witnessed in 
recent years appears definitely a thing of the past. 
Borrowers now must pay more. The recent softness 
in the bond market reflects the changing conditions 
that may well persist for some time to come. 

But apart from higher costs of financing, it is 
also apparent that funds for investment are not 
nearly as redundant as they were. This factor alone 
raises the question whether current savings will be 
adequate to finance private capital expansion; 
whether American industry will be able to finance 
its record capital outlays currently running at an 
anual rate of $16 billion or whether there will be 
ahalt to the free flow of capital necessary to sustain 
industrial expansion and a business boom. It may 
prhaps be premature to conclude, pessimistically, 
that the present situation holds a definite threat in 
this respect though the warning signs are unmis- 
takable. However, even should financing by business 
become more difficult, business collectively still holds 
billions of cash assets on which it could fall back 
‘ather than curtail desirable capital expenditures; 
‘but whether this would be wise, from the stand- 
‘point of financial policy, clearly is another matter. 
‘Many businesses certainly will not find it expedient 
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7 ito draw down their reserves too drastically; others 
0 Bof course are no longer in a position to do so and 
me: simply need outside capital. 

aa Demand For Funds Exceeds Supply 

oe Institutional investors have been increasingly 


active in the field of corporate financing but we now 
find that the accumulation of funds in their 
hands is slowing down; moreover com- 
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Industry Looks to Securities Markets 


After the war, industry began to draw heavily on 
its reserves and surplus earnings for reconversion, 
and for postwar expansion it began to look to the 
normal source of capital—the securities market. For 
a while, this worked fine; investors were eager to 
absorb new securities issues and 1945 and 1946 wit- 
nessed heavy activity in stock emissions of the risk 
capital type. But subsequently the capital market 
has become aware of considerable unwillingness on 
the part of individual investors to invest their sav- 
ings directly in securities of private enterprise. 
Common stock issues have become increasingly diffi- 
cult to sell. Even the bond market and the market 
for preferred stocks has become “sticky,” increas- 
ing the depressing effect on the market for junior 
securities. From time to time, the market for new 
issues has suffered from periods of congestion and 
new stock financing has remained at the compara- 
tively low levels prevailing after the substantial 
drop in prices of outstanding new issues in the sum- 
mer and fall of 1946. Moreover the problem of pric- 
ing new issues has been made more difficult by the 
firming of interest rates in recent months and has 
become particularly important because underwriting 
spreads (the difference between the price to the 
public and the price paid by the underwriters to the 
issuing corporations) have narrowed considerably. 
The latter refers more particularly to bond issues, 
however. But more and more, industry seeking new 
capital has become dependent on the institutional 
market, too dependent in fact, which is not a healthy 
situation. What should be done about it? 

Clearly the call is for an abundance of venture 
capital; otherwise large scale new financing and 
bank accommodations will not be forthcoming. Capi- 
tal expenditures by industry for expansion—for 
new and better products (Please turn to page 166) 
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Happening In Washington 
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EXPECTED SOON is a ruling by the Internal Revenue 
Department that will permit farmers to sell their 
wheat to CCC for delivery next year, at a price to be 
fixed now but with taxes coming out of next year’s 
income. Department of Agriculture experts believe 
the official crop report was about one-third low in 





WASHINGTON SEES: 





The political aspects of the call for a special 
session of congress have raised some doubts 
whether the lawmakers will accomplish in the short 
space of time available to them anything of a con- 
crete nature or fritter away that time in quarrels 
unrelated to the major topics, but there is evidence 
that the congress can, if disposed, act speedily and 
effectively. 


There is no doubt that debates over current high 
prices and assessment of blame will work against 
needed action on foreign relief. That forecast al- 
ready is established by pre-session interviews, 
widely published. The result has been a chip-on- 
the-shoulder attitude. 


It is demonstrable, however, that the GOP lead- 
ership has been able to get things done in a hurry. 
There was, in July, enactment of 11 major appro- 
priation bills, the new tax bill (vetoed by the Presi- 
dent), unification of the armed services, some agri- 
cultural legislation, and revision of the laws on 
consumer credit. 


Some of the major congressional actions were 
vitiated by White House rejection. There was the 
National Science Foundation, the mine subsidy 
bill and, of course, the tax measure. 


There is a consciousness on the part of the White 
House and Capitol Hill that the new session will be 
closely watched with an eye to the next election. 
There will be no casualness in passing bills or in 
discarding them through the process of veto. The 
pessimism which prevails in Washington, accord- 
ingly, may be unwarranted. 
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its estimate of the amount of last year’s wheat still 
on the farm; they believe the correct figure would 
be nearer 900 million bushels. The impact of govern- 
ment buying and the tax relief offer, it is forecast, 
will send prices up with bakers and other users pass- 
ing the increase on to customers. 


MARCH 15 is now being mentioned as the earliest date 
congressional action on financing the Marshall Plan 
(or a similar one) can be expected. The Executive 
Department is rushing studies through to a January 
1 completion target. The reports will be numerous 
and detailed. Congress is going to be exceedingly 
careful in examining the recommendations and the 
supporting data, item by item. Department of Agri- 
culture is surveying the food needs, and other as- 
pects are being taken care of by the Departments of 
Commerce and Interior. Surplus foods will get first 
call. Despite the views expressed by Rep. Taber, the 
congressional republicans are ready to “go along.” 


DESPITE resumption of activities by the Brewster 
Committee which made a complete fiasco of the 
Hughes-Roosevelt airplane contract inquiry, it can 
be put down as virtually assured fact that the com- 
mittee will go out of existence at the end of this 
year. The current activity will be little more than 
window dressing, face saving. This doesn’t mean 
probing of war contracts will be discontinued. Sub- 
stitute for the Brewster Committee probably will be 
one consisting of both senators and representatives, 
or the subject may be turned over to the standing 
Armed Forces Committee in each house. 


PRIVATELY, labor organizations are conceding they 
have no chance of bringing about repeal of the Taft- 
Hartley Law in the next session of congress, no mat: 
ter how great a landslide they might be able to engi- 
neer at the polls. Many house seats may change 
hands in a resurgence of labor political activity 
which would rebound almost entirely to the benefit 
of democratic candidates. The 1946 election saw the 
GOP capture many places by little more than the 
required 50 per cent of the vote and with organized 
labor “staying home.” But 40 of the 68 senators 
who voted to override the Taft-Hartley veto don’t 
run this year; a dozen of those running have few 
labor votes in their states. 
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Contrary to popular conception, the Krug report 
on national resources and foreign aid is silent on how much 
this nation can, or should give to Europe to relieve 
its economic and political plight. Newspaper headlines 
were largely conjectures, unsupported by positive state- 
ments by the experts who prepared the huge document. It 
had little general readership -- too long, too technical, 
for that. 

















Set up was a schedule of this country's resources 
and productive capacities. From that point forward, 
speculation enters: will employment and business activity 
continue at present levels, or will both spiral upward, 
is the question the report raises, doesn't answer, obviously. 

















be examined as part of a body of information and statistics which includes material 
gathered by the President's Council of Economic Advisers, and the Harriman Com- 
mittee's findings. 


























John L. Lewis is seen slipping back into the Lone Wolf role in which he has 
been most effective. The snub adminstered to him by the AFL was a shattering blow 
to his attempt to take over and dominate the oldest federation of its kind. Even 
President William Green of AFL was reported surprised at his own show of strength. 




















Lewis will devote more and more of his time to the mine workers, forget 
-- (for the present, that is) -- his plan to overshadow Green in AFL. What the renewed 
"attention" to mine questions may mean can be only amatter of speculation. How- 
ever, as things shape up now, the winter fuel supply will be little more than suffi- 
cient. And that presumes no major difficulties arise. 


























The U. S. Department of Commerce says the overall supply of coal will do for 
normal needs, barring strikes, transportation problems, or unusually bad weather 
conditions. "Overall" is to be read literally. Some sections will suffer. Low 
points of supply will be encountered in the mid-west as the strain on transportation 
increases. 














Much-publicized investigation into monopolistic practices of labor unions 
which have resulted in cutting down home production and increasing costs will come 
to nothing unless new legislation is enacted, the probers are beginning to feel. That 
conviction is leading them to re-double their efforts, rather than abandon the 
inquiry. 




















Supreme Court decisions have ruled out the federal antitrust laws as weapons 
to fight many of the abusive practices coming to light. The judges have said unions 
conspiring among themselves cannot be brought to the bar, that there must be a showing 
of collusion between unions and the producers or the fabricators of materials. 




















This nation’s maritime picture is developing some of the brush marks which 
came to view after World War I. The United States now has more than 1,000 ships tied 
up in the James River, representing about 10 million tons. 

&@ question for which many public and private interests have conflicting answers. 

















A congressional proposal to make these "Liberties" available to foreign 
Countries instead of building new craft under the Marshall Plan is gaining some 
strength. The advantages of speedy delivery, the saving of steel, and the fact that 
their useful life will be prolonged by reconditioning them and putting them in 
Service now, are cited. 
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National defense interests are being weighed, but it's freely admitted that 
the laid-up fleet is a slow one that wouldn't do in the type of warfare the future would 
bring. The legal responsibility of the Maritime Commission to preserve a respectable 
merchant fleet has been vitiated by congress’ action in providing too-little appropria- 
tions, the commissioners have protested. 


























American shipping lines don't look with favor on these vessels going into 
Service, but they cannot protest convincingly. They culled the laid-up fleet, 
didn't want, those which now lie idle. And if they object they are put in the position 


of asking for a continuing subsidy or a protected monopoly, advocates of the congress- 
ional plan submit. 

















The taxpayer has an interest, too, as he views the impact of delivery of 
old ships as against construction of new ones -- under the Marshall Plan. Relief 
agencies point to the ease with which foreign owners could carry their own bulky 
aid commodities and cut down very high shipping rates. The "shipyard lobby" which 
was an active one after World War I and furnished Capitol Hill probers with much 
material, hasn't shown its head, as yet. 


























With the 10 per cent freight increase already here, shippers now are engaged 
in predictions as to when, and in what amount, the next boost will be. Consensus is 
that 10 per cent more will be added. Rails have asked for a total of 27 per cent. 

If they get the 20 per cent total it will be a good batting average. 

















But this is far from the end. The unions are preparing wage demands that 
can be offset only by rate rises. And there is, in the offing, the problem of storage 
charges, which have not kept step with increased costs, especially that of labor. 
This situation is due for early adjustment, upward naturally. 























Government is watching closely the tin-plate supply and demand conditions. 
There is no prospect at this stage for a return to federal control, despite the heavy 
demands for stockpiling and for export trades. A voluntary conservation program 
is in prospect with such items as dog foods and canned beer topping the list of produc- 
tions likely to be covered by early "requests." 
































The emergency food program under the Citizens' Committee probably will be 
best remembered in history as the outstanding "quickie" -- meaning sudden death. 
Cooperation has been lacking. Distillers and brewers, usually responsive to federal 
suggestions (the tax situation always is in the backs of their minds), have gone only 
part way. Poultry states have had their congressmen publicly bawling out Luckman, 
et al. 


























Hotels and restaurants have been giving lip service for the most part, and 
their national and regional organizations have been offering even less comfort to 
Luckman. They've cut down on bread and butter, but not on the price of the meal which 
formerly included both. A suggestion that each diner forgoing bread and butter be 
given a coupon for five cents, redeemable, at the restaurateurs expense, for foreign 

















The Administration is about to announce the farm program it hopes will hold 
the agricultural states in line politically. There will be nothing new or startling 
in it, merely reaffirmation. Included will be speedy return to sound soil conserva- 
tion practices, continued wartime high production for the next few years, price 
supports, re-examination of parity to correct inequities, a floor under consumption 
of food, and aids to improved marketing. 
































Those who believed there would be no special session of congress this year 
-- and they were legion -- pointed to actions by the White House which they relied 
upon to support their forecast. Buying gold from England, giving back gold to France 
and Italy, they reasoned, were intended to speed the movement of coal and grain to 
those countries. 
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By PHILLIP DOBBS 


PD isvewnent trends are now becoming more 
pronounced in the business situation, which for more 
than a year had been characterized by almost uni- 
versal recovery in sales, profits, and dividends fol- 
lowing the curtailment in early 1946 due to recon- 
version, strikes, and material shortages. Current 
news is literally filled with conflicting and confusing 
cross-currents. 

St. Regis Paper Company, for example, just re- 
sumed a dividend on its common stock for the first 
time since 1931, while Continental Can Company 
announced that current earnings would justify 
larger dividends but that cash was needed for mod- 
ernizing plants. National income is reported at a new 
high level by the Department of Commerce, but a 
national survey by the Chicago Association of Credit 
Men reveals that credit conditions are deteriorating. 
Butler Brothers is doing such a huge volume of 
wholesale trade that it was found necessary to omit 
the dividend entirely ; Secretary Krug of the Interior 
Department declares American business is so “good” 
that it is exhausting its natural resources. National 
Industrial Conference Board warns that business 
liquidity is decreasing, while at the same time the 
Securities and Exchange Commission shows work- 
Ing capital rising to a new peak. 

Analysis of the general and specific facts in the 
corporate cash position would therefore seem timely 
In view of the long cycle of high activity that has 
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been experienced to date, together with possible 
changes due to such new factors as supply catching 
up with demand in one line after another, competi- 
tion becoming more keen, and exports dropping be- 
cause of their unbalance with imports. 


A Composite Picture 


For an overall picture of working capital, the 
quarterly tabulation prepared by the S.E.C. reveals 
the sweeping changes that have occurred since the 
end of the war in the various components of current 
assets and current liabilities, as summarized in the 
accompanying table. It will be seen that between 
June 30, 1945 and March 31, 1947, all U. S. corpora- 
tions (excluding banks and insurance) had an in- 
crease of over $11 billion in inventories, and over $6 
billion in accounts and notes receivable. Cash was 
drawn down $2 billion, and U. S. Government secur- 
ities liquidated to the extent of $8 billion. There was 
a net increase of $8 billion in total current assets. 

On the liability side, a reduction of $8 billion in 
federal income tax reserve more than offset an in- 
crease of $6 billion in accounts and notes payable, 
leaving a net decrease of $2 billion in total current 
liabilities. 

As a result, the net working capital, or excess of 
current assets over current liabilities, increased by 
$10 billion. There was a rise also in the “current 
ratio” —traditional measure of liquidity—from 1.97 
to 2.22 but this gain was rather modest. 
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In addition to the absorption of capital since the 
war by larger inventories and receivables, there was 
a net investment of over $7 billion in new or im- 
proved plant and equipment. This was financed—in 
approximately equal proportions—by long-term debt, 
new capital, and retained earnings. 

Further evidence as to the strong and liquid posi- 
tion of American business—in the aggregate—is 
seen by comparison of the current figures given 
above with those for December 1939. Total current 
assets increased $52 billion, against an increase in 
total current liabilities of $18 billion, bringing about 
an increase in net working capital of $34 billion or 
140%. 

Although industrial capital has been used for a 
variety of different purposes since the war, the basic 
cause of the vast demand has been the fact that the 
increase in the country’s supply of money and credit 
has outrun the increase in physical production of 
goods and services, thereby driving up prices and 
wages. It is a typical condition of INFLATION— 
simple to recognize, yet hard to control. 


A Look At The Record 


Since 1939 the volume of industrial production 
(F.R.B. index) has risen by 70%. During the same 
period, however, national income has risen from 
$72.5 billion to $200 billion, or by 121%. Average 
weekly earnings of factory workers have risen 107%, 
wholesale commodity prices 96%, and cost of liv- 
ing 61%. 

Inasmuch as about two-thirds of total national 
income has, over a long period of time, been repre- 
sented by compensation of employes (wages, sala- 
ries, pensions, and other labor income), the two 
major factors in the need for increased business 
capital are the increased demand on the part of the 
public for goods, and the higher prices at which 
such goods are manufactured and handled. 

This explains the increase in physical volume of 
inventories, and the still greater increases in dollar 
valuation. When the inventories are sold, there is a 
corresponding increase in receivables. In these two 
items alone, the increase since the war has absorbed 
more than $18 billion, as shown in the table, and 
is still continuing. 

There has been a concurrent heavy increase of 


























Working Capital Position of All U. S. | 
Corporations (Excluding Banks and Insurance) | 
(In Billions of Dollars) 
June 30, March 31, | 
CURRENT ASSETS 1945 1947 Change 
Cash on hand and in banks $23.0 $20.9 —$2.1 
U. S. Government securities 22.4 14.3 — 8.1 
Accounts and notes receivable . 25.6 32.2 + 66 
Inventories... . 26.3 37.9 +11.6 
Other current assets _ 4 1.8 + 0.4 
Total current assets 98.7 107.0 + 83 
CURRENT LIABILITIES 
Accounts and notes payable 25.1 31.0 + 59 
Federal income tax liabilities 16.7 8.9 — 7.8 
Other current liabilities 8.3 8.2 — 0.! 
Total current liabilities 50.1 48.1 — 2.0 
NET WORKING CAPITAL . 48.6 59.0 +10.4 
RATIO: Cur. assets to cur. liab. . AT 2.22 +0.25 
Source: Securities and Exchange Commission 
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the investment in plant and equipment, also contin. 
uing. Part of this was for the rehabilitation or mod. 
ernization of old facilities, which were worn out 
rapidly by the capacity operations during the war 
and could not be kept properly maintained because 
of inability to obtain materials and labor. Othe 
parts of the increase were for construction of new 
plants, for purchase of government surplus plants, 
or for acquisition of other companies’ plants 
through merger. ee 

Expansion of production and facilities has become 
a rather general feature of business during the 
past year, and a somewhat disquieting feature in 
view of its similarity to other periods of peak busi- 
ness activity in the past such as 1919-20 or 1928-29, 
Companies are having a similar expansion in number 
of customers, expansion in new orders, expansion in 
sales, expansion in plant, expansion in personne, 
expansion in capital, and expansion in borrowing, 

Perhaps the latter development is causing mor 
concern than the others because of the unhappy ex. 
periences after World War I and during the early 
1930s, when those industries and individual con. 
panies that expanded most on borrowed money were 
in so many cases the ones that suffered the heaviest 
losses and underwent the most severe reorganiza- 
tions. 

Thoughtful people cannot help wondering why, 
when the country’s national income and level of 
employment and prosperity are the highest in his. 
tory, it should be necessary for business and for the 
public to borrow so much money and why business 
is slowing down in payment of its trade acounts as 
it has been doing in recent months. 


The Question of Depreciation 


In connection with the widespread replacement 
and modernization of industrial plant and equip 
ment, actual costs have in most cases proven far 
above the estimates, as well as above the deprecia 
tion and obsolescence built up over past years. 

It is a general and old-established accounting 
practice to base such reserves upon the origina 
cost of the plant and equipment, writing off a cer- 
tain percentage each year so as to amortize the 
entire cost over the useful life of the property. 
Treasury Department regulations require that the 
same principle be applied in computing income for 
tax returns. 

When the time comes to replace old buildings or 
machinery, however, even though fully depreciated 
by charges on the books, and even if such charge 
are represented in the assets by a depreciation re 
serve of like amount in the form of cash or market: 
able securities (which many companies fail to set 
aside), it will be found that actual replacement costs 
are far higher. What has happened is that the com- 
pany has, in effect, sold off low-cost fixed assets 
piecemeal (as part of its product) at less than thel 
current value, and must then—unles it chooses ti 
liquidate the business—proceed to replace them a 
much higher costs. 

All of the factors enumerated, directly or ind: 
rectly, have enhanced the capital needs of corporate 
business, resulting in marked shifts from cash and 
security holdings into operating assets such as it 
ventories, accounts receivable and plant. In the 
composite table summarizing changes in working 
capital position of all U.S. corporations, we have 
shown the overall picture (Please turn to page 161) 
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Statistical Summary of Postwar Shifts in Corporate Assets, Debt and Capitalization 
$ Million ——— $ Million 
Marketable . Net Working Current Long Term Total 
Cash Securities Receivables Inventories Property Capital Ratio Debt Capital Assets 
Aluminum Co. of ora 
31, 194 32.0 53.0 97.1 84.2 119.7 222.3 6.0 80.6 126.7 417.2 
December 31, 1946............. 32.3 -13.3+ 45.6 82.0 143.5 129.0 3.9 0.2 99.2 349.9 
American Locomotive , 
| 31, 1945. 23.4 16.3 9.9 34.5 27.5 34.0 1.6 21.8 128.0 
|. June 30, TIE 6.7 2 _W9 35.8 _ 28.2 34.5 AY 6.0 — 21.8 88.6 
American Woolen 
1945 23.9 5.1 11.6 Seer 22.8 55.1 3.2 37.0 104.3 | 
jor 30, 1947 a wroorsenorsoensan 6.4 ; 1 15 6 57.6 26.1 60.1 4.1 9 50.0 107.7, 
Bond Stores YT) ae ee 
December 31, 1945.................. 0.2 12.1 1.7 6.3 7.0 22.1 3.4 3.5 1.5 38.9 
| December 31, 1946... meh 11.3 6.1 4.1 15.1 9.0 25.0 aon 3.5 1.7 47.9 
| Borden Company 
| December 31, 1946............ 30.1 27.8 17.3 31.4 65.2 78.8 3.8 12.9 66.2 179.7 
|. December 31, 1946. Siete 29.0 6.0 26 7 75.3 84.5 3.4 25 66 206.1 
| Chrysler 
peep ge BL 1945 ae 38.4 28.1 72.4 71.6 195.0 2.4 21.7 414.2 
| June 30, 1 ES eseeS seta checks 162.5 45.3 24.3 109.5 95.5 199.6 a3 21.7 452.0 
| Crucible car i ‘heaven 
| December 31, 1945... 11.4 10.0 6.1 26.9 26.8 50.9 5.8 12.2 42.7 95.2 
| December 31, 1946.. 12.3 1.1 6.4 26.3 29.6 34.2 3.7 25.0 42.4 108.0 
| Du Pont 
December 31, 1945. 196.2 12.5 47.7 90.9 225.3 284.8 5.5 391.3 921.6 
June 30, 1947... ‘ 225.8 59.4 125.1 321.1 355.0 6.5 491.3 1,079.4 
| Eastman Kodak 
December 29, 1945 : 22.4 92.4 39.0 59.1 83.2 133.9 2.7 ° 130.0 306.6 
December 28, 1946 Secseaseeus 29.9 49.0 31.9 78.8 117.4 114.9 2.5 130.0 317.1 
| Fairbanks Morse 
December 31, 1945 5.3 2.6 10.8 19.6 9.1 24.1 a2 13.1 49.4 
December 31. 1946... 3.7 13.9 23.6 10.4 24.5 2.5 13.1 53.7 
General Electric 
December 31, 1945 58.3 212.2 161.7 181.4 35.3 262.3 LP 180.3 858.1 
December 31 » 1946... 69.9 87.1 126.3 251.1 101.1 349.9 2.9 200.0 180.3 837.9 
General Mills 
May 31, 1946... ea V7.1 30.0 10.5 20.8 26.4 60.0 4.0 9.7 48.8 109.0 
May 31, 1947......... 18.9 24.0 36.7 29.3 57.9 3.5 9.6 48.8 115.7 
Goodrich, B. F. 
December 31, 1945...... 15.1 16.3 43.1 54.9 48.6 106.2 5.6 35.0 69.0 182.7 
June 30, 1947....... . 18.4 49.6 101.4 69.3 117.5 aca 35.0 85.5 243.4 
International Paper 
December 31, 1945...... 25.4 11.0 14.1 32.0 128.1 65.5 4.8 46.5 120.5 252.3 
December 31, 1946. 22.8 ane 19.6 43.1 151.2 63.1 3.5 18.1 116.7 252.5 
International Silver 
December 31, 1945 3.3 1.6 2.5 6.5 3.8 12.9 10.1 9.5 19.5 
December 31, 1946 2:1 Py 4.5 9.4 4.6 14.6 9.6 14.1 22.4 
Kennecott Copper 
December 31, 1945 94.8 97.5 13.7 39.7 205.1 215.8 8.1 53.2 464.8 
December 31, 1946 80.5 93.3 19.0 47.2 211.3 210.0 7.9 53. 459.6 
Kress, S. H. 
December 31, 1945 : 16.3 10.9 .04 15.4 41.8 27.0 2.7 48.5 85.7 
December 31, 1946 9.1 §.3 .05 24.3 40.7 30.2 4.5 48.5 81.4 
Macy, R. H. 
July 28, 1945 6.2 13.1 10.8 26.2 34.1 43.8 4.5 14.5 41.4 95.2 
August 2, 1947 6.7 in 21.4 31.2 26.2 43.5 5.3 4 42.4 103.1 
Montgomery Ward 
January 31, 1946 13.1 85.8 48.6 137.6 39.6 240.6 6.4 167.1 333.2 
July 31, 1947 18.9 ULE. 115.0 260.8 41.3 337.9 6.0 231.4 464.3 
Motor Products 
June 30, 1945 3.6 3.8 2.3 Leys 2.6 6.7 2.2 3.9 14.8 
June 30, 1947... a4 ta 4.1 4.5 6.1 2.5 3.9 14.9 
National Cash Register 
December 31, 1945 7.5 4.1 9.7 11.0 12.1 23.6 3.5 24.4 53.3 
December 31, 1946 Pea 15.2 20.8 16.2 31.0 3.1 15.0 24.4 74.3 
Radio Corp. of America 
December 31, 1945. 33.5 8.5 38.1 37.5 31.7 62.1 2.0 42.3 159.6 
December 31, 1946 29.5 3.4 36.8 55.8 49.4 74 2.4 30.0 42.3 189.6 
Republic Stel 
December 31, 1945 52.9 31.4 30.3 68.7 193.5 140.0 3.8 65.7 160.7 398.1 
December 31, 1946......... 53.4 9.9 35.5 83.6 203.4 128.3 ce 61.4 160.7 405.4 
Schenley Distillers 
(OSS 2 ee ae 5.5 20.8 co 91.5 28.7 79.0 2.0 8.0 20.3 187.0 
August 31, 1946 5.4 “a 49.8 175.4 42.6 141.5 2.6 57.0 6.3 278.5 
Servel 
October 31, 1945.00. 5.6 6.2 4.8 3.2 4.6 16.2 5.3 Le 25.0 
October 31, 1946 : i 4.3 2.2 5.2 7.1 8.6 13.0 3.2 7.7 28.1 
Simmons 
December 31, 1945.00. 7.6 3.0 5.2 11.0 12.7 21.1 4.5 7.5 6.1 40.7 
December 31, 1946 ees 6.8 LP 9.4 18.9 14.7 25.2 3.2 9.8 6.1 52.3 
Sterling Drug ‘ 
December 31, 1945.00.00. 11.6 8 14.4 26.1 12.6 33.8 2.7 31.2 85.1 
December 31, 1946................... 5.1 7 16.2 saat 21.3 32.0 2.4 3.2 31.3 96.5 
Timken Detroit Axle 
pe, ne 11.7 1.9 6.8 15.5 §.2 22.5 2.4 9.9 44.8 
Se SS 5.7 AL 5.8 25.6 9.8 22.8 2.5 10.8 50.1 
Union Carbide & Carbon 
December 31, 1945.. -. OG4 35.9 42.2 80.0 117.1 188.8 3.0 192.9 428.1 
December 31, 1946... 111.8 1.7 51.6 91.7 151.1 176.6 4 192.9 439.0 
Westinghouse Electric 
December 31, 1945... 69.7 42.7 51.9 128.2 77.6 245.4 3.6 20.0 197.7 449.9 
December 31, 1946 : 59.2 on 83.2 1€9.4 105.0 331.2 8.7 80.0 220.7 498.5 
Worthington Pump & Mehy. 
December 31, 1945.00.00... 5.1 79 3.9 16.8 7.8 23.3 2.1 16.9 52.5 
December 31, 1946 6.4 13.4 24.2 8.5 30.7 3.2 6.0 16.9 53.7 
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. . « Crisis and Elections in France 
. . - Britain Girds for More Austerity 


. . - Swedish Economy In Distress 


a the swift pageant of world-political 
events, nothing recently has been subject to such 
eager interpretation in our country as the unex- 
pected strength shown by the de Gaullists at the 
French municipal elections on October 16. But few 
perhaps realize how much we have, indirectly, con- 
tributed to this anti-communist victory. 

When French Premier Georges Bidault came to 
Washington early in October, he was desperate and 
France was broke. It was no time for mincing words, 
so Mr. Bidault was quite blunt in his pleas for help. 
He made no secret of the shakiness of his Govern- 
ment, of his fear that unless quick American aid is 
assured, the communists might win the October 
elections with unpredictable consequences for France 
and Europe. He told the Administration that France 
could not even wait for our “stop gap” European aid 
program pending formulation of a Marshall plan but 
that she must immediately have between $50 million 
and $100 million in dollar exchange or the equivalent 
in grains, coal, petroleum to carry her through No- 
vember and early December. Immediate announce- 
ment of American assistance would build confidence 
in his Government and might well swing the elec- 
tion in its favor; in the case of delay, he felt, he 
could not answer for the political results. 

Clearly it was a pressing and desperate situation, 
calling for quick and positive decisions. We could 
hardly afford to let France go communist by default, 
so things began to happen. In quick succession, 
France (1) won U. S. permission to spend part of an 
$185 million credit on emergency buying of coal and 
other raw materials, with the total thus made avail- 
able estimated at around $93 million. (2) The U. S. 
Army was authorized to buy $50 million worth of 
francs from France to be used in payment of the 
Army’s obligations or for other U. S. expenditures 
in France. This supply of extra dollars constitutes 
part of the pre-Marshall plan assistance program. 
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(3) The Export-Import Bank declared itself willing 
to consider an application by the French Govern- 
ment for aid during the pre-Marshall plan period, 
provided the application assures reasonable pros- 
pects of repayment and the loan would serve pro- 
ductive purposes. (4) France was assured of early 
receipt of a substantial share in the “Brussels gold 
pot,” that is the Allied fund of gold recovered from 
Germany. 

It is safe to assume that our prompt reaction to 
frantic French appeals for help had the desired 
effect, as witness the election outcome. But in spite 
of these stop-gap measures, France is still broke. In 
the past, she has been generously helped by us by a 
series of loans—slightly over $1 billion from the 
Export-Import Bank and $250 million from the World 
Bank. She converted over half a billion dollars of her 
gold reserve into cash to buy goods, and obtained 
substantial credits from Canada and Argentina. 
What’s left of her gold reserves—some $450 million 
—had already been tentatively earmarked for urgent 
purchases of food and raw materials in the U. S. and 
part of it would have been spent by now, had not 
our timely help intervened. Obviously, all the money 
France has received, and so lavishly spent, did not 
go far in improving her fundamental position. The 
Monnet plan, France’s postwar recovery effort that 
called for substantial stepping-up of production, is a 
sorry failure in most industries and has now been 
almost completely shelved. The French crisis, in 
fact, has become far more serious than the well- 
publicized British crisis. 

The basic reasons for France’s “travaille’ are 
found in politics, the battle for power among the 
various political groups and the resultant weakness 
of the Government that prevents really effective 
measures towards economic recovery. Also, the 
French people are discouraged, French industry is 
largely obsolete, the nation’s foreign assets are de- 
pleted, her colonial empire disrupted. Urgent dollar 
needs have spurred the hunt for a way to tap the 
countries hidden resources but it has been found 
politically difficult to do so. Frenchmen are known to 
have invested over $500 million in the U. S., part of 
which could be used as collateral for loans. Huge 
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other hidden wealth is more difficult to detect. 
french citizens are believed to have tucked away 
wer $1 billion in private hoards (gold or dollars) 
god in disguised bank accounts abroad. They have 
heen heavy buyers of Swiss gold with hoarded dollar 
hills. If all this wealth could be mobilized, France 
would need no foreign loans. The real problem is 
to get a stable Government that can restore confi- 












dence. 

With “stop gap” aid assured, the French. Govern- 
fment is doing everything to qualify for Marshall 
aid and has launched on determined attempt 
io use Managed credit to combat price inflation. 
‘Only a few weeks ago, it sharply raised bank rates, 
from 134,% to 214%. More recently it has announced 
grict curtailment of credits to private industry and 
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reconversion or new equipment in national industries. 
All these measures are designed to check the gal- 
loping inflation which has raised the cost of living 
nearly 20% in two months. Equally important, Paris 
through this desperate effort at financial stabiliza- 
tion hopes to convince America that France will 
honor its Marshall plan pledge to try to stabilize its 
economy. The outcome of course is far from assured. 



















ling Politics, again, appear the main stumbling block. 
= «i The communists have countered the election out- 
inte: come with demands for a 57% increase in the mini- 
rOS- mum wage levels. If they can force through this 
aba demand, it would mean new inflation and an unten- 
on i able position for the Government. If the latter re- 
0 fuses, it may mean a general strike or worse. Having 
rom fF failed to gain in the elections, this appears to be the 
next round of the communist drive. France, it seems 
n lo Fis far from over the hump, either politically or eco- 
ined Bnomically. 
spite 
>. In Britain digs into her reserves 
by a 
Dea With no slackening of her dollar expenditures in 
ih '  fevidence, Great Britain—pending Marshall plan help 
ler §-continues to dig into her reserves. Since mid-Sep- 
ined Fitember, she has been drawing on the Monetary Fund 
ion to the tune of $180 million, taking out dol- 
10n flars and replacing them temporarily with 
yent sterling. Additionally, she has sold us $200 
and Fnillion worth of gold out of her gold reserve 
not totalling about $2.4 billion: All these trans- 
ney fations bring to $380 million the total 
not amount of dollars which the British have 
The been forced to raise between mid-September 
that and mid-October. The continuing high de- 
18 a mand for dollar exchange indicates that 
een Fbritain’s drastic reduction of imports from 
iL the U.S.A. has not yet produced any effect 
vell- fin her balance-of-payment position. Since 
late August, for instance, food imports from 
are America have been halted altogether but 
the fayment on existing contracts probably is 
1€SS_— Bstill causing dollar strain. 
“ Fortunately, the net balance of Britain’s 
t le ffserve position has not deteriorated 
y 1S fthrough these transaction. Her financial 
de- ‘louds recently have been gilded by a South 
Mar African gold loan in the amount of $320 [=e 
the fhillion which not only covers the gold sales ‘ta 
und fio the United States but leaves a surplus of i. 82 
n - $120 million to spare. At the current rate of — 
t of foutgo, the amount is not impressive, yet 
uge his transaction has been of decided help. 
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yenounced any further Government expenditures for. 
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While a stop-gap expedient, it has been a classic 
example of “hiring money.” Ultimately, of course, we 
will be the principal recipient of this South African 
gold—if not of the actual metal, then of its counter- 
part—since it must be expected that drafts will have 
to be made on these borrowed reserves in substantial 
amounts before any emergency loan, or those which 
may be authorized under the Marshall program, can 
satisfy the demand for dollars which Britain re- 
quires to meet the cost of goods which only we 
can supply. Britain needs more goods and she can 
now—temporarily—offer gold for the goods. South 
Africa can supply gold but not the goods. The deal 
thus makes sense whereas the former British sug- 
gestion that we lend our gold, when what is really 
wanted and what we can supply is goods, made none. 

While the South African gold loan provided a 
breathing spell, neither Britain nor the world at 
large is allowed to forget that the country, finan- 
cially and economically, is still very sick. Sir Staf- 
ford Cripps, Minister of Economic Affairs, recently 
reminded that England’s gold and other financial re- 
serves “are not enough to last us twelve months at 
the rate we have been spending.” The policy of in- 
creasing exports (to obtain “hard money”) and de- 
creasing imports (to save “hard money’) must 
create an inflationary tendency, he held, and to meet 
the inflationary situation, the Labor Government 
will introduce a new budget and tax program in the 
House of Commons this month. 

Britain’s export drive and the curtailment of im- 
ports meanwhile is making some progress. In Sep- 
tember, exports were £99 million ($396 million), the 
second highest monthly figure since the war. Imports 
were cut down enough to trim the unfavorable bal- 
ance of trade for that month by £18.5 million ($74 
million) under August. As long as the unfavorable 
balance remains, however, Britain’s dollar problem 
will continue, and except for new U. S. loans, there 
appears no prospect of an early solution. Like other 
European nations, Britain holds substantial dollar as- 
sets, some time ago estimated at over $1 million in 
U.S. investments. There has (Please turn to page 157) 
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Drastic import restrictions have slowed down business at the Port 
of Stockholm, normally the most active Skandinavian shipping center 
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Yd nterim earnings of so many corporations It should be realized by our readers, however, tha a { 
have been far above average during 1947, that year- good earnings reports alone may prove an unreliablffhare ¢ 
end extras may be more substantial and more numer-. basis for raising hopes of extras. In too many inf} $2 , 
ous than even last year when the crop was heavy dustries, earnings in 1948 may start to decline aff» jn 
indeed. The almost steady uptrend in total dividends production gets into full balance with demani 
of one kind or another since January has signalled Though 1947 results may exceed all peacetime re . 
increasing liberality of directorates to their share- ords, there are many other factors that could » 
holders, though distributions generally have been strain enthusiasm. Inventory profits may have ten Amex 
more moderate than net profits would seemingly porarily swelled earnings far above normal, reserve}any’s 
have warranted in many cases. against potential inventory losses may have to be es a mz 
Now comes the crucial quarter when results for tablished or enlarged, and due allowance made fiffeludin 
the full year will become clearer to executives, when additions and replacements of facilities. hets, s 
bookkeeping adjustments reach the planning stage On the whole, it will not be surprising if ththg recc 
and when company problems for 1948 can be out- amounts and proportions of corporate earnings ls door 
lined. ‘When all available data have been weighed, tained in the business during the current year and spe 
many directorates will be out with announcements’ substantially larger than ever before, regardless iflso swe 
of extras to gladden stockholders. While both sur- Regulation 102. Due to abnormal conditions, th#hgs. T] 
prises and disappointments are bound to result from Treasury Department may cooperate with industifhg pow 
early attempts to forecast what action may be taken, in permitting earnings to accumulate rather than ifmers | 
it is interesting to consider a few situations where encourage their distribution on a high and rigiperatio 
optimism might be justified. scale. In considering the possibilities for extras, dvel, F¢ 
of these things must be given due weight. an Fo 
Factors of Policy On the other hand, there are some industries allffather » 
companies within these industries that have profsual ai 
In view of the numerous uncertainties ahead in pered to an unusual degree this year and yet fafoods, : 
the economy, many conservative companies may be the future with great confidence. Companies in thifme 2 
more inclined to bolster their fourth quarter divi- category that enjoy ample working capital, backlijjeak, it 
dends with specials than to raise the regular divi- orders likely to remain substantial for some time ifhgs shx 
dend rate. In a good many cases where confidence come, modernized facilities and efficient managfell, F¢ 
has been strong throughout the current year, di- -ments, can rationally afford to pass along to sharfpril 3( 
rectors have already been declaring interim extras. holders more of their earnings gains than earlier rep 
But regardless of this, there is always a possibility the current year. unted 
that matters at the year-end may look encouraging hofits, 
enough to permit still greater liberality. This may Promising Candidates encial | 
prove true with not a few companies in industries stron 
likely to prosper for an indefinite period ahead. Again, In the accompanying tabulation, we list quite fons ove 
there will be a far larger number of concerns whose number of concerns who conceivably might quali be 1i 
conservative policies have restricted distributions in aS candidates for year-end extras. Study of the st#hare pz 
comparison with earnings until the current boom tistical information provided will gives clues to tio cons 
year could be pictured in its entirety, and which in relationship of their earnings to dividends last yemdered. 
the final quarter will find courage to display more and up to the latest date in 1947, where figures aj Stee] 
generosity than usual. available. While the list could have been consif@doubt 
rep ster 
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wably lengthened, we have selected these special 
ncerns aS Samples in industries picked for their 
avorable outlook as well as for their good earnings. 
Within the limitations of space, we will briefly com- 
ment on a few of them to illustrate our reasons for 
ncluding them in the group. 

Perhaps no other industry has such clearly 
marked potentials for well sustained activity as the 
woducers of crude oil and natural gas. Amerada 
Petroleum Corporation ranks among the leaders in 
is field. As will be seen from the table, this com- 
many’s net earnings have trended sharply upward 
n the current year, equalling $4.13 per share for 











= 


ahead. Some companies in this field currently are 
doing such a profitable business that they can well 
afford to supplement regular dividends with year-end 
extras. Among these, we have in mind American 
Rolling Mill Company, considered the lowest cost 
producer of stainless steel in the country and out- 
standing as a manufacturer of steel sheets that are 
so urgently needed by the automotive and a long 
list ef other industries. This concern may show net 
earnings of better than $7 per share in the current 
year, although during the first three qparters it 
distributed only $1.50. In this event, there would be 
ample room for a substantial extra in the final 











ion, drilling expenses, etc. Since 
rude oil prices have been upped 
wing 1947 and may be further 
ised, it looks as if Amerada 
should earn at least $8 per share 
or full 1947 and could rather well 
ontinue this pace for some time 
»come. As working capital is of 
nak proportions, it would not be 
uprising if this concern passed 
er, thang to shareholders a larger 
veliablffhare of its lush earnings than 
any IMfhe $2 per share distributed thns 
— “far in the current year. 
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me ret Additional Examples 

yuld 1 

ve telf American Fork and Hoe Com- 

eselvéfany’s long established position 

o be eis a manufacturer of hand tools, 

ade fiffieluding shovels, hammers, hat- 
hets, scythes and axes is bring- 
if tithe record peace time business to 


ngs Ik 
ear al 


sdoor. Sales of sporting goods 
nd special railway equipment ‘are 


less (lso swelling volume and net earn- 
ns, thfhgs. The current large purchas- 
ndustiiig power of farmers and home 
than timers should continue to sustain 


id rigi 
tras, 3 


erations on a highly profitable 
vel. For many years past Amer- 
an Fork and Hoe has enjoyed 
ather wide profit margins than 
sual among makers of durable 
ods, and with volume of late 
me 20% above any previous 
fak, it is natural that net earn- 
gs should show up exceedingly 
dl. For the fiscal year ended 
pril 30, 1947, $4.55 per share 
e¢ reported probably was ac- 
unted for in part by inventory 
ofits, but granted that, the fi- 
knclal status of the company is 
) strong that dividend distribu- 
ons over the near term are likely 
Db be liberalized. The $1.35 per 
are paid to date in 1947 seems 
b) conservative, everything con- 
dered. 

Steel shortages, as the reader 
doubtedly is aware, promise to 
tep steel makers at capacity lev- 
TREE for quite an extended period 
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He first half, compared with $5.61 for all of 1946. In 
=——=shoth instances, these results were after allowance 
of almost double then previous amounts for deple- 


quarter. 
Other prosperous steel producers include Sharon 
(Please turn to page 158) 


Steel earning $5.48 per 








Promising Candidates for Year-End Extras 


Dividends Paid Recent 
1947- Earnings PerShare Price of 1947 
1946 to-date 1946 1947 Interim Common Price Range 
Amerada Petroleum $1.87'/. $2.00 $5.61 $4.13 Jeb $88 90 -73 
American Fork & Hoe 1.00 1.35 1.00 4.55 Ap 20 23-17 
American Rolling Mill 1.25 1.50 5.35 3.64 Jeb 35 37!1/-2454% 
Anchor Hocking Glass 2.00 1.50 6.11 4.62Sel2 42 51 -40!/, 
Armstrong Cork 1.80 1.20 2.54 2.70 Jeb 53 55 -38!/, 
Bliss, E. W. Nil 1.50 3.39 4.40 Jeb 33 3334-18! 
Borg Warner 1.60 2.05 3.66 4.13Je6 55 55 -37% 
Bower Roller Bearing 1.25 1.50 3.23 3.04 Jeb 39 39!/,-32 
Burlington Mills 1.17'/ 1.50 3.47 5.01 Je? 21 22'/2-14 
Celotex 1.00 1.12Y%. 4.17 4.76 JI9 29 3254-19% 
Chain Bet... ‘1.00 1.50 1.46 3.0119 30 30 -20/% 
Champion Paper & Fibre 1.00 1.25 4.47 Ap 1.40(b) 25 27. -191/, 
Crane Co. xs 175 1.20 3.40 4.32 Jel2 36 40!/2-26!/, 
Detroit-Michigan Stove 84 1.60 2.06 1.75 Se9 12 1354-10! 
Firestone Tire & Rubber 3.75 4.00 13.21 6.86 Ap6 53 61 -421/, 
Fruehauf Trailer 1.00 Py 4.22 2.06 Jeb 24 39 -191/, 
Glidden(a) 1.00 1.10 2.96 2.16Ap6 25 25 -I7 
Gulf Oil 2.50 150 6.42 4.68Je6 71 74 -57'% 
Hercules Powder 1.50 1.05 3.03 3.69 Se? 58 63 -50!/, 
Houston Oil 50 -50 2.08 1.54 Jeé 24 2614-16 4% 
International Min. & Chem... 1.00 1.20 3.92 4.35 Je 33 3334-224, 
International Paper 3.00 2.25 8.50 7.29 Jeb 58 5834-383, 
Johns-Manville 1.16% 85 2.01 2.56Se9 46  46!/-37 
Joy Mfg. 1.50 90 3.29 6.68Je9 40  40%-35!/, 
Lehigh Portland Cement 1.50 1.50 3.18 3.41 Sel2 37 44!/2-30!/ 
Martin Parry 60 1.10 1.55 4.03 My9 24 24//4-14I/, 
McKesson & Robbins 2.10 1.80 4.74 5.40 Je 36 44 -30!, 
Mullins Mfg. 50 5 1.63 6.59 Se9 27 27!-14%, 
Nash-Kelvinator 50 75 59 2.90 Je? 18 1953-14 
National Gypsum . 50 25 2.21 2.04 Se? 22 25'!/-145 
Paraffine Companies 2.25 2.25 1.87 6.41 Je 73 79\/2-58!/2 
Pennsylvania Salt 1.60 1.20 1.95 3.57 Je 47 5134-38 
Pepperel Mfg. 2.50 4.50 4.74 14.89 Je 57 57!/4-40 
Pfizer (Charles) & Co. 3.70 1.50 AT 2.72 Jeb 50 62!/2-37 
Pittsburgh Plate Glass 1.20 .70 1.92 1.66 Jeb 39 427-32\/, 
Revere Copper & Brass 25 1.00 3.61 4.91 Se9 21 2434-14 
Ruberoid 2.00 1.75 6.73 8.09 Se9 68 68!/4-42!/2 
Sharon Steel | 1.30 150 4.39 7.71Se9 40  4054-24%5 
United Merchants & Mfrs. 93; 1.35 2.30 5.36 Je 17 1914-12, 
United States Gypsum 3.00 2.50 9.90 4.66Jeb 105 10734-86 
West Virginia Pulp & Paper 2.40 3.00 4.93 8.19 Je9 46 47 -32!/ 
Wheeling Steel ... 1.50 2.00 6.25 857 Jeb 52 52'/4-31 
White Motor 1.25 x) 1.00 2.86 3.80 Jeb 28 2972-19!/, 
Worthington Pump & Mchy... 2.00 1.50(x) 10.60 13.84 Se9 64 68!/,-48!/, 


(a)—All figures adjusted for 2-for-| split effective October 24, 1947. 
(b)—For 16 weeks ended August !7. 


(x) —Plus 10% Stock. 


Je6—For 6 months ended June 30. 
Je9—For 9 months ended June 30. 


Je!2—For 12 months ended June 30. 


Ap—For fiscal year ended April 30, 1947. 


JI9—For 9 months ended July 31. 
Se9—For 9 months ended September 30. 
Je—For fiscal year ended June 30, 1947. 
Ap6—For 6 months ended April 30. 
Sel2—For 12 months ended September 30. 
My9—For 9 months ended May 31. 
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GLIDDEN 
Company 


By J. C. CLIFFORD 


Soren prices of basic com- 
modities, especially foods, are casting 
their economic shadows in many di- 
rections. While Senators and Members 
of the House of Representatives are 
preparing to hasten back to Washing- 
ton for the forthcoming special session 
of Congress to deal with disturbing 
consequences of inflation at home and 
hunger abroad, it seems strange to find 
advances in certain raw materials con- 
tributing to spectacular earnings of 
companies engaged in processing and distributing 
merchandise that becomes more valuable merely be- 
cause demand exceeds supply. Here we have an apt 
illustration of the well known proverb: “It is an ill 
wind that blows nobody good!” 

As a case in point, suppose we undertake to ap- 
praise the effects on the Glidden Company’s pros- 
pects of the persistent rise in prices of important in- 
gredients of foods, paints, chemicals and other prod- 
ucts of this company. In the first place, although 
sales volume has soared to unprecedented heights, 
it must be admitted that much of the gain should 
be attributed to price inflation. Hence, the trend 
tends to exaggerate natural growth. The favorable 
effect on profit margins is obvious, for even without 
the benefit of appreciation in values of products be- 
tween time of purchase of materials and sale of 
finished goods, earnings logically should have re- 
sponded to increased sales if the same percentage of 
profit had been maintained. Under the circumstances 
it seems reasonable to think that the company must 
a a banner year in its fiscal year just 
ended. 


Wide Diversity of Products 


The Glidden Company, known chiefly as a manu- 
facturer of paints and lacquers, is engaged also in 
producing and distributing a wide variety of foods 
and chemicals. As such it uses great quantities of fats 
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pours oy (lidden 


“Mixing the batch” at one of. Glidden’s paint plants. 
Pigment, oils and varnish are put into a vat and agitated. 


and oils, naval stores, metals and chemicals. Many 
of these have registered astonishing price advances 
since the pre-war period. Linseed oil, an important 
ingredient of paint, for example, has more than 
quadrupled in price. In fact, it has risen between 10 
and 15 per cent in the last few weeks. Processors of 
such products could scarcely avoid reaping huge 
profits in the normal course of preparing and dis- 
tributing them to consumers. What may happen 
when the trend is reversed is something over which 
managements are not a little concerned. 

The extent to which Glidden’s executives have pre 
pared for an eventual drop in prices may be disclosed 
in the forthcoming annual statement. It is not the 
province of the writer to attempt to forecast poli- 
cies of the management, but on basis of decisions 
already reached it may be seen that Mr. Dwight 
P. Joyce, president, and his associates have recog- 
nized the inherent dangers of inflationary trends in 
commodities and have set up reserves which they 
hope may prove adequate. The company also recently 
announced pre-payment of $7 million in notes due 
between 1949 and 1952, indicating that cash posi- 
tion was sufficiently strong to justify complete elim- 
ination of debt. Hence, the company now is well 
fortified to weather a storm, if it should develop, 
for its credit is strong enough to warrant new bor- 
rowings if they should prove necessary. 

A high rate of operations, made possible partly by 
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Long-Term Record of Operations and Earnings 
:. NetSales Sales _ Operating NetIncome NetProfit N Net Dividend Price 
___ Fiscal Years Ending October 31! (O00 omitted) PerShare* Margin (000omitted) Margin PerShare* PerShare* Range* | 
For 6 Months Ended April 30, 1947............._ $97,758 $54.60 «17.8% $4,066 = 4.1% $2.15 $1.10(a) 25 -17(b) | 
1946... ~=«*4'22,439 69.00 9.2 5,715 48 2.9% 1.00  28Ys-18%y | 
1945, ane 111,616 62.50 7.6 2,347 2.1 1.06 .60 1912-1254 
SL re 111,897 66.50 6.4 2,117 1.9 1.01 45 1254- /g 
Yc, 97,144 54.50 8.2 1,998 2.1 94 45 = 73% 
1942... 81,705 46.00 6.7 1,853 2.3 85 40 - 6 
1941... 68,90! 38.80 7.9 3,010 4.4 1.54 75 “a 5I/ 
i .  e 50,169 28.20 5.7 1,727 3.4 78 50 97%_- 5'/2 
LL 47,824 26.80 6.9 1,853 EA 85 25 12\/4- 7 
LS) 44,049 24.75 1.9 205 A def.15 25 141/44- 6!/2 | 
1937... ~~“ 54,052 30.40 5.9 3,542 66 131 130 25%4-9% | 
10 Year Average 1937-46... $78,980 $44.75 6.6% $2,437 32% $1.12 $ .60 28'/g- 5'/ot 
4 Year Average | (997-40)... $49,023 $27. 54 5. V% $1,832 3.6% $ .70 $ .58 253%4- 5'/t 
*All figures adjusted for 2-for-I split effective November 10, 1947, (a) —Payments through October f, 1947. 
t—High and Low for the period indicated. (b)—Until October 20, 1947. 























growing demand for its products as well as by 
greater abundance of raw materials, contributed to 
record sales and earnings in the fiscal year ended 
October 31. This statement seems justified even prior 
to compilation of information for the annual report 
to stockholders. On basis of figures for the first 
ten months, Mr. R. H. Hersburgh, vice-chairman, 
recently estimated sales for the year at more than 
$180 million. He ventured the prediction that profits 
would reach a new high level after setting aside suit- 
able reserves: for a possible decline in value of in- 
ventories. As a matter of fact, substantial reserves 
had been earmarked for such a contingency at the 
mid-year, but since prices continued to advance in 
the ensuing months it was presumed that manage- 
ment might restore a part of such reserves to earn- 
ings. 


h Indicated 1947 Earnings 
Lacking foreknowledge of the size of contingency 


reserves, it is difficult to esti- 
mate profits for the latest year 





transitory profit arising from skyrocketing prices, 
is the expansion in plants achieved through plowing 
back of income. In the ten years through 1946, ap- 
proximately $22 million had been spent in enlarging 
and modernizing production facilities, whereas net 
plant costs on the books stand at about $16 million, 
suggesting that a substantial benefit has been pre- 
served for stockholders even though it may not be 
readily apparent. 

Top drawer research and aggressive merchandis- 
ing policies are other important characteristics of 
the company. In examining devious expansion moves 
since replacement of the old management after the 
first World War, one might be led to think that the 
company “just growed.” The objective in view, how- 
ever, was a concern of sufficient size to serve a na- 
tional market and to capitalize upon the good-will 
built up over previous generations. In striving for 
manufacturing efficiency, management took over 
suppliers of raw materials as well as wholesale out- 
lets in various parts of (Please turn to page 162) 
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sent. However, one might haz- 
ard the thought that 1947 }|—| /—+—+ 
fiscal year profits may have : i 























| Long Term Debt: $8,000,000 










ranged between $6 and $7 a 
share, at least before reserves. 





— Sus.” $2.25 Pfa: 199,540 - $50 par — 
- on Common: 887, 700 - no par : 
| Fiscal Year: Oct.” 31 





This would compare with $2.96 
a share on the 1,784,000 com- 





mon shares outstanding after 
the recent two-for-one split. It 





would be far ahead of anything 
ever previously experienced in 

















the history of the company 
which dates back almost 75 
years to the days of the old 








Glidden Varnish Company, 
makers of varnish stains sold 





under the Jap-a-lac name. 
Probably more important in- 
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h ) : en- | reow At]_3.29 | 2.62 | °.29 | 1.70 | 1.56 | 3.08 | 1.70 | 1.88 | 2.02 | 2.13 | 5.93 | 
° older’s standpoint) than earn 1932 jo.) 2.00 | 2.60 | .50 | .50 | 1.10 1.40 1.30 z -90 [90 -90 1.20 | 2.00 
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Good 


Qual ity 
Stocks . 


L% 





YIELDING 


and with good prospects. In more than 
one instance, the shares are definitely 
of sound investment rank and their ac- 
quisition will provide an interesting in- 
come return, with further promise of 
eventual price appreciation. A more 
normal  price-dividend _ relationship 
would be natural if dividend stability 
becomes better assured by actual ex- 
perience. The prospect of this, in our 
opinion, is strengthened by weighing 
the fundamentals involved. _ 


Diversified Industries 





On the following pages we pre- 
sent condensed descriptions of these 
four concerns, along with statis- 
tical matter to show their financial 
status, dividend records and the 
market action of their shares over 
an extended period. In studying the 
group it will be noted that we have 
selected units from entirely unre- 
lated industries. We have done so 











and over 


SELECTED BY OUR STAFF 


he o some of our readers it may seem anomalous 
in boom times to suggest that well rated equities are 
obtainable to yield 7% or better. As a rule during 
such periods, share prices rise to a level where yields 
inversely tend to decline, as was the case in the first 
half of 1946. Fact is, though, that despite record 
breaking earnings, shares of numerous strong con- 
cerns are selling at prices to bring yields far above 
those of last year. On the other hand, since more 
than 80 listed stocks are now selling above their 
1946 highs, it seems evident that alert investors are 
accumulating good income producing equities be- 
cause of increased confidence in the medium term 
outlook. With proper selectivity it is still possible to 
pick up sound shares that appear to be lagging 
pricewise in comparison with income and dividend 
factors. Where analysis discloses that such equities 
are worthy of inclusion in conservative portfolios, an 
interesting opportunity for acquisition presents 
itself. In such cases, then, the traditional caution in- 
spired by high yields may be dispelled by close scru- 
tiny of facts, giving ground to warranted confidence. 


Well Maintained Yield Indicated 
In recognition of this, we have selected the shares 
of four concerns that in our opinion appear likely to 
maintain a high yield, for one reason or another. All 
of the companies picked are aggressive, well financed 
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not only for the sake of diversifica- 
tion but also because existence of high 
yields is often attributed more to un- 
certain prospects of a given industry 
than to the merits of one of its com- 
ponents. Generalizations of this sort 
may tend to affect the price of shares 
in a company strong enough to hold 
its own in periods when others in its 
group might be less fortunate. Consideration of this 
factor has carried considerable weight in our selec- 
tions. 


Widening Fields 


Since scarcely more than a year ago, yields of well 
rated equities were for the most part around 4% and 
even less, it will be realized that only very unusual 
circumstances have combined to open up opportunities 
to achieve a 7% return or better. Only at rare inter- 
vals does such a high percentage become available, 
and only close scrutiny of all factors warrants its con- 
sideration. Granted that analysis bears out an opti- 
mistic approach to the opportunity, interest is height- 
ened if several rather than one equity seems worthy 
of acquisition. As we have selected four concerns as 
worthy candidates along these lines, a diversification 
of portfolios could be achieved by their inclusion, at 
the same time providing an above average yield with- 
out employing an unwise proportion of capital in any 
one enterprise. The industries selected represent a 
small cross section of the economy, thereby lessening 
the risk correspondingly. In view of the uncertainties 
ahead, shares of many concerns can be found with un- 
usually attractive yields, but in many instances it will 
be discovered that their prices have deservedly de- 
clined regardless of the current dividend rate. We have 
been endeavoring to select a few concerns whose indi- 
vidual potentials belie the low valuations now ac- 
corded to their shares. To our way of thinking, our 
selections adequately meet this analytical challenge. 
After studying the data covered in the following 
pages, our readers may judge the soundness of our 
reasoning. 
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+—_—— | Funded Debt: 





+ Long Term Debt: $4,896,000 
leo Shs.” $3.40 Pid: 110,532 - no par 










| Shs. Capital Tan: 8,674,338 $50 par ' 
| Fiscal Year: Dec. 31 


t ———~ Shs. $3.75 Pfd: 150,000 - no par ——— 
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ANACONDA COPPER COMPANY 





BUSINESS: With an annual capacity of 350,000 tons foreign and 150,000 
tons domestic, Anaconda is one of the two largest copper producers in 
the world. Additionally it is an important custom smelter and fabricator 
though subsidiary companies. Lead and zinc are also mined. 


OUTLOOK: In viewing indicated earnings for 1947 of around $5.50 per 
share, it must be granted that this much dbove average level is not likely 
to hold indefinitely. Increased output, inventory profits and marked price 
advances have combined to create more or less of a bonanza in the cur- 
ent year. Besides this, an increasing influx of foreign copper may tend 
to lower prices. However, demand continues strong and seems unlikely 
to recede much over the medium term thus maintenance of satisfactory 
eamings is indicated. For that matter, Anaconda’s fabricating unit, 
American Brass, consumes more copper than its parent can produce. 

Anaconda has been a stable earner in the past, with immense liquid 
oo that have permitted distribution of a liberal share of earnings. 

following six years when the annual dividend rate was held to $2.50 
ger share annually, the quarterly rate has now been raised to 75 cents 
ger share. But even on this basis, average net earnings for a decade 
sast would have provided adequate coverage. Net per share for the first 
half of 1947 equalled $2.93. All considered, the current rate seems secure 
forsome time to come. 


FINANCES: From the comparative balance sheet below, it will be seen 
that since 1940 a $77.3 million increase in working capital has pushed 
this item up to the exceptional level of $180 million, seemingy far above 
requirements. In weigbing dividend stability, this is an important factor. 


WARKET ACTION: A yield of about 8.3% is obtainable at recent price 
of 3534. The 1947 range: High 42, Low 307%. 


COMPARATIVE BALANCE SHEET ITEMS 





As of December 31, 
1940 1 
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otes payable .......... : $ 6,000 —$ 6,000 
‘counts payable “and accruals 12,446 $ 15,446 + 3,000 
eserve for taxes. 15,832 28,038 + 12,206 
OTAL CURRENT LIABILITIES... 34,278 43,484 9,206 
eterred liabilities. ......... 45 4,194 3,739 








































linority interest 3,645 1,005 
*g term debt ee 36,825 
eserves 6,657 + 4,058 
pital... Sate =k. 
Sscatacates 130,137 + 35,554 
OTAL LIABILITIES $621,834 +$14,727 
ORKING CAPITAL .... wee $103,192 $180,526 +$77,334 
URRENT RATIO “ 4.0 5.1 * + 1.1 








6 Change 
ASSETS (000 omitted) 
ash .. eae ; . $ 51,415 $ 52,353 +$ 938 
Marketable securities . Pn E CADE 78,629 + 78,629 
Receivables, net 19, 920 29,293 + 9,373 
inventories 66,135 63,735 — ,400 
OTA CUR 137.470 224,010 + 86,540 
vlant and equipment............ : 590,032 584,015 — 6,01 
8s depreciation ................... 165,382 230,533 + 65,151 
et property 424,650 353, ‘482 — 71,168 
Other assets ......... 44,987 44,342 — 645, 
OTAL ASSETS . $607,107 $621,834 $14,727 








MAY DEPARTMENT STORES 


BUSINESS: Company operates eight stores, located “in St. Louis, Akron, 
Baltimore, Pittsburgh, Denver, Cleveland and Los Angeles (2). Medium 
to higher priced quality merchandise characterizes the company’s sales 
field. 


OUTLOOK: In common with most retailers, May executives this year have 
been cleaning house of hard-to-sell or over-priced goods. Though sales 
rose by about 6% during the fiscal quarter ended in April, inventories 
were reduced moderately from a rather high level of $45 million at the 
beginning of the year. This enhances potentials for replacements in an- 
ticipation of a sizable turnover during the fall and holiday season. The 
long established reputation of the company in the large cities where it 
operates promises well for continued large volume with adequate profit 
margins as long as the national income remains substantial. Though 
interim earnings are not available, markdown sales naturally cut into 
profits earlier this year, but the management predicted that no adverse 
effects upon dividends were likely. Net for the second half should com- 
pare favorably with earlier results, though full year earnings may be 
somewhat ower than the $6.70 per share reported for the previous year. 
The company’s unbroken dividend record since 1911 attests to a high 
degree of managerial efficiency. 


FINANCES: Working capital of $59.6 million as of January 3! has been 
substantially increased since then through sale of $15 million 254% 
debentures due 1972 and 89,467 shares of $3.75 preferred stock, proceeds 
of which will be mainly used to construct several new stores. Reserves of 
over $8.5 million for possible inventory losses seem ample. 


MARKET ACTION: Recent price of 44 compares with a 1947 range of 

495/-391/g. At the present level, the shares yield about 7%, based on the 
current $3 annual dividend rate. 

COMPARATIVE BALANCE SHEET ITEMS 

As of January 31, 

1941 194 


Change 
ASSETS (000 omitted) 
Cask... $ 9,870 $ 11,266 +$ 1,396 
U. S. Government securities. 353 10,710 + 10,357 
Receivables, met o.cccccccccccccseeseenn 12,980 29,945 + 16,965 
Inventories ............ 14,686 41,022 + 26,336 
Other current asse 577 : a 577 
TOTAL CURRENT ASSETS 38,466 92,943 + 54,477 
Plant and equipment... 50,682 74,177 + 23,495 
Less depreciation ...... ‘ 24,281 26,220 + 1,939 
Net property ............. 26,401 47,957 21,556 
Other assets ........ 3,029 4,997 1,968 
TOTAL ASSETS . $67,896 $145,897 $78, 001 

































LIABILITIES ‘ 
Notes payable $ 731 $ 300 —$ 431 
Accounts payable and accruals 3,560 13,094 + 9,534 
Reserve for taxes sia 2,690 16,398(a) + 13,708 
Other current liabilities... ie : 691 3,468 + 2,777 
TOTAL CURRENT LIABILITIES... 7,672 33,260 + 25,588 
Minority interest ecae nes 2,839 + 2,839 
Long term debt... 8,945 4,756 — 4,189 
Reserves ... 45 2,897 + 2,441 
Capital 13,673 39,450 + 25,777 
Surplus 37,150 62,695 + 25,545 
TOTAL ge gg sack $67,896 $145,897 +$78,001 
WORKIN APITAL . $30,794 $ 59,683 + Sa8. _ 
CURRENT. RATIO 5. 2/8 — 





(a)—After deducting $205,380 United States Tax Notes. 
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wide. 


tion is strong. Plants in Britain, France, Switzerland, Argentina and 


stabiilty. 
FINANCES: As of December 31, 1946, current assets (including 
pared with current iabilities of $12.5 million. Reserves of about 


foreign income taxes. 









































nant factor in its field, in later years adding production of brushless 
shaving cream to its main activity. Distribution of Gillette items is world- 


OUTLOOK: Though filling of pipeines in the first peacetime year con- 
tributed measurably to a sharp increase in Gillette's sales and net earn- 
ings in 1946, replacement sales and aggressive promotional activities 
appear to be producing equally satisfactory results in 1947. Worldwide 
military usage of Gillette products following World War | increased their 
popularity to such an extent that for several years following, earnings 
spurted swifty upward. A somewhat corresponding experience is indi- 
cated on the heels of War Il. As Gillette prices have not been increased 
and good quality has been maintained, the company’s competitive posi- 


Brazil 


are busy meeting foreign demand that normally accounts for about 25% 
of total volume. With working capital at peak heights and net earnings 
for nine months ended in September reported as $3.28 per share, the 
annual dividend rate of $2.50 per share seems amply secure. An un- 
broken dividend record since 1917 supports the outlook for continued 


more 


than $15 million cash and Government securities) of $27.8 million com- 


$4.75 


million have been set up against foreign investments, exchange and 


MARKET ACTION: At a recent price of 28, dividend yield is 8.9%. 
Price range for 1947 is 32-23!/2. 
COMPARATIVE BALANCE SHEET ITEMS 
As of December 31, 
1940 1946 Change 

ASSETS (000 omitted) 
Cash $ 3,452 $ 4,512 +$ 1,060 
Marketable securities 20... cscs 404 11,466 + 11,062 
Receivables, net 696 5,073 1 @.377 
Inventories 1,516 6,515 4,999 

her current assets.___.........................-» 7 287 + 280 
TOTAL CURRENT ASSETS... = 6,075 27,853 + 21,778 
Plant and equi t. 4,305 8,342 + 4,037 
Less depreciation 2,252 3,253 + 1,001 
Net property eae 2,053 5,089 + 3,036 
Other assets 17,902 19,028 + 1,126 
TOTAL ASSETS ................. . $26,030 - $51,970 +$25,940 
LIABILITIES 
Were A Re ee Sie $ 427 +$ 427 
Accounts payable and accruals... ovo mae 5,322 + 4,409 
Reserve for taxes... ccc. a 727 6,824 + 6,097 
TOTAL CURRENT LIABILITIE 1,640 12,573 10,933 
Deferred liabilities ............................. eS: 62 62 
Reserves i enak 4,760 + 4,760 
| ee 17,240 4,109 — 13,131 
Surplus aes 7,150 30,466 +- 23,316 
jd C'S seem eeseneneoe eee . $26,030 $51,970 +-$25,940 
WORKING CAPITAL ....... 2. Jb Lc SSS $15,280 +$10,845 
CURRENT-RAVIO © ccc BF 2.2 — 41.5 
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GILLETTE SAFETY RAZOR COMPANY COLGATE-PALMOLIVE-PEET COMPANY 
BUSINESS: For almost half a century, this company has been the domi- 


BUSINESS: As one of the world’s largest soap manufacturers, Colgate 
enjoys a strongly entrenched trade position. Toilet preparations and 
shaving creams supplement output of the company's well-known soap; 


OUTLOOK: Since Colgate has been able to pay dividends in every yeo 
since 1895, it is safe to conclude that the popularity of its products he; 
been greatly strengthened from year to year. Demand should continu 
high, somewhat in proportion to the national income. The company 
volume for the first half of 1947 almost doubled that of last year, in 
rising to $132.3 million. As protection against possibe inventory losses i 
prices for vegetable oils should decline, Colgate set up reserves of $24 
million from earnings during this period, but nonetheless netted $4.73 
per share in the six months’ period. While profit margins may narrow du 
to rising costs and competition may force lower prices, Colgate is inc 
strong position to meet such a challenge. Additionally, the company i 
developing its own detergents (synthetic soaps) to meet increasing con- 
petition from these newcomers. That the foreign outlook holds promise i 
shown by dividends totalling $1.2 million from subsidiaries abroad it 
the first half year. 


FINANCES: Peak working capital of $49.7 million represents o gait 
of $18.2 million since 1940. The current ratio of 4.4 attests to a sound 
financial status. 


MARKET ACTION: At recent price of 46, the stock was 13 points above 
the 1947 low and 10 points below its high of 56°Based on estimated 
dividends of around $4.00 per share, including extras, for all of 1947, 
the current yield would be about 8.5%. 


COMPARATIVE BALANCE SHEET ITEMS 






















































Dec. 31, June 30, 

1940 1947 Change 
ASSETS (000 omitted) 
Cash Lene $13,213 $ 7,464 —$ 5,74 
Marketable securities 00.00.0000... 150 11,508 + 11,358 
Receivables, net 9,804 15,918 + 6,114 
Inventories 18,568 29,375 + 10,807 
TOTAL CURRENT ASSETS.....00..0000000.cccccc68 41,735 64,265 4. 22,530 
Plant and equip t 38,807 35,857 — 2,950 
Less depreciation 19,954 15,444 — 4,510 
Net property 18,853 20,413 +. 1,560 
Qther assets 7,780 11,780 +- 4,000 
TOTAL ASSETS $68,368 $96,458 -+-$28, 09 
LIABILITIES 
ee a a ae eee —$ 3,406 
Accounts payable and accruals... $14,468 +. 11,56! 
Reserve for taxes 19a) — 3,67 
TOTAL CURRENT LIABILITIES........... 14,487 + 4,21 
Deferred liabilities 4,289 + 2,416 
Minority interest seetiaue =—_ 0m 
Long term debt eens == 2,18 
Reserves 2,400 — 83 
Capital 37,500 ss 
Surplus 12,284 37,782 +. 25,49 
TOTAL LIABILITIES 2. ... $68,368 $96,458 +-$28,09 
WORKING CAPITAL ......... . $31,526 $49,778 +$18,28 





CURRENT RATIO 4.1 3 


; 4.4 
(a)—After deducting $9,700,000 U. S. Government Securities 
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By ROGER CARLESON 








Class I railroads in the United States are repre- 
sented by approximately 875,000 stockholders of all 
kind, principally individuals. Their average holding 
is less than 100 shares. The net property investment 
of the industry at-the end of 1946 was $22,603,000,- 
000; the net capitalization (public ownership of se- 
curities) was $15,666,926,422. Capital expenditures 
continue to run well over one-half billion dollars 
annually, have exceeded 10 billion since 1926. It is 
an industry now enjoying unusual strength and vital- 
ity born of many factors. Yet the railroad share 
market has experienced continued apathy on the part 
of the public. Why? The answer is the squeeze of 
steadily mounting costs at a time when railroads are 
reporting the largest operating revenucs in peacetime 
history. 











4: has been said that only the most 
venturesome of speculators and investors make 
money in the railroads. This is probably truer today 
than at any time in modern financial history because, 
while the near-term outlook for the industry can 
still be defined as constructive, with reasonable as- 
surance of dividend payments at existing rates, 
longer-term situation holds sufficient uncertainty to 
justify a-considerable measure of caution. The rea- 
son is that any appreciable and prolonged decline in 
business (revenue freight car loadings) would cut 
very sharply into net earnings since the barrier of 
high costs could not be made to yield very easily. 


NOVEMBER 8, 1947 





The railroad canvas today can be painted in two 
distinct colors against a background of industrial 
production and economy that for brightness finds 
few parallels under any set of peacetime conditions. 
The first of these colors we may name revenues; the 
second, cost. The struggle between these two for 
dominance in the picture has never been greater. 

In 1946, with the aid of tax carryback credits in 
final months, Class I roads reported net income of 
$288,500,000 compared with $450,000,000 the year 
before. It was the poorest showing since 1940 when 
the industry earned $188,900,000. Because of new 
cost burdens, the ratio of operating expenses to 
gross last year was 83.4%, the highest since 1926 
and about 10 points above the normal. Non-recur- 
ring tax savings alone saved the day for the indus- 
try. Nevertheless, the fact remains that earnings 
were sufficient to support cash dividend payments 
at virtually the same level as the four preceding 
years and far in excess of the period 1932 through 
1941. 





This Year’s Revenue Picture 


This year, with the aid of the 17% freight rate 
increase effective from January 1, the industry re- 
ported an aggregate net income of $243,000,000 in 
the seven months ended July 31 compared with 
$12,000,000 in the corresponding 1946 term. Through 
August the net probably was close to $295,000,000 
as against $65,000,000 in the year earlier period. Sep- 
tember probably added little to the cumulative show- 
ing because this was the first month when the 
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roads were confronted with a basic wage boost of 
1514 cents an hour to the non-operating employee 
group, an over-all dollar increase of about 15%. 

Retroactive from Sept. 1, 1947 the wage award 
to the “non-ops” will cost the industry an additional 
$39,000,000 monthly in wages, or about $156,000,000 
for the final four months’ of the year. But higher 
wages do not comprise the only important expense 
burden with which the industry is faced. Material 
and supply costs have risen also so that on an annual 
basis it may be calculated that railroads must make 
up, one way or another, a bill that probably will run 
as high as $620,000,000 to $625,000,000, or some 
$52,000,000 per month. And this takes no account 
of the outcome of present wage demands by operat- 
ing brotherhoods. 


Final Outcome in Question 


What the final settlement of this case will be is 
difficult to ascertain. Quite apart from the question 
of working rule changes (likely to be left open), the 
operating brotherhoods, which comprise the engi- 
neers, firemen, conductors, trainmen and switchmen, 
are asking increases which, if granted, would 
amount to at least 25% of their present payroll. 
Settlement doubtless will be on the basis of a 10 to 
15% increase. The latter figure would mean a fur- 
ther hike of not less than $200,000,000 in annual 
costs. 

Insofar as 1947 railroad earninge are concerned, 
however, the importance of this prospective addi- 
tional expense load will be the date from which 
higher wages to the operating brotherhoods will be 
made retroactive. For the purpose of this discussion 
and because the “non-op” wage boost became effec- 
tive on Sept. 1, 1947, one may assume that settle- 
ment with the other unions will be on the same basis. 

What have the railroads done to overcome the 
already established and potentially higher wage 
costs? Since theirs is an industry strictly regulated 
by Interstate Commerce Commission procedure they 
have had only one recourse—higher rates—for pas- 
senger, express, mail and freight services. But 
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freight is the backbone of the industry and it is on 
this phase where concentrated effort has been 
directed. 5 

Basic passenger fares have been increased by 
roughly $63,000,000 annually in 1947, express 
charges by about $62,000,000 and there is also pend- 
ing an application’ for a 45% increase in mail pay, 
retroactive to Feb. 19, 1947, which if permitted, 
would mean about $50,000,000 in additional revenues. 

All of these gains are inconsequential in that they 
represent services which do not pay for themselves. 
Few roads find passenger business profitable and 
increases in miscellaneous services under existing 
conditions scarcely compensate for their cost. 

For all practical purposes, therefore, the welfare 
and very existence of the railroads depends on 
freight revenues and freight volume. It is for this 
reason that the “interim” 10% increase granted by 
the ICC on Oct. 6, 1947 (effective as of October 15) 
has furnished the only real bulwark against clim)- 
ing expenses. 

There is real encouragement in the Commission's 
decision in this case. In granting the industry vir- 
tually all that it had requested as a stop-gap meas- 
ure, the ICC recognized the necessity of adequate 
rates for maintenance of efficient railroad service. 


Gains From Interim Boost 


The “interim” freight rate boost will mean ap- 
proximately $50,000,000 in added monthly revenues 
and something more than $600,000,000 annually. On 
a monthly basis, the ICC action in this matter is 
quite decisive since the new freight rate schedule 
just about offsets the increase in the non-operating 
payroll as well as the higher material costs. 

But in considering the situation from a 1947 stand- 

point it should be remembered that whereas the 
“non-op” wage boost will be effective for four 
months, or from Sept. 1, higher “interim” freight 
rates will apply only for about two and one-half 
months, or from Oct. 13. Actually, therefore, these 
increased rates will fall about $3,000,000 short of 
covering the additional wage charges. If other costs 
are included the gap would be even wider. Moreover, 
the disparity would be still greater if wage awards 
to operating employees (now under consideration) 
are made retroactive for either the final four months, 
or final quarter of the year. In the appended tabula- 
tion of estimated individual railroad results for 1947, 
no allowance is made for any wage award to the op- 
erating brotherhoods because of the impracticability 
of such a computation. This factor should naturally 
be given consideration; estimated 1947 per-share net 
in every instance could be cut as much as 25%. 
_ But looking beyond 1947, the railroads are count- 
ing primarily on their request for a “permanent” 
freight rate increase, which would include the pres- 
ent emergency boost of 10%. 

It is this case which overshadows all other factors 
in lasting significance. Recognizing the general na- 
tionwide importance of the question, the ICC has 
scheduled a series of hearings before rendering its 
decision. The first of these was held in Chicago on 
November 3, with the final session scheduled for 


. Washington on December 8. At least a month will 


then elapse before the Commission decides how much 
it will allow. 

Meantime, the railroads have indicated that if the 
operating employees win any part of their current 
wage demands of 25% (30 cents an hour plus some 
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44 rule changes), they will have no choice = ; 
but to ask for a further increase in rates. Class 1 pa oad i. nings 
i A a s omitte 
aioe ae page of —— Operating, Operating NetRailway Avail. for Net Cash 
possibly, © made on this premise. Revenues Expenses Opera.inc. FixedChgs. Income Dividends 
At this time, it must be assumed that *1947 $8,500,000 $6,650,000 $715,000 $860,000 $390,000 $240,000 
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all wage and freight rate increases to date 
and for retroactivity of a 15% wage boost to operat- 
ing brotherhoods to Sept. 1, 1947. 

(2) That 1948 dividend payments will be essen- 
tially the same as in 1947. 

(3) That the railroad earnings outlook next year 
will depend on the ICC’s final disposition of the Ex 
Parte 166 case, involving the industry’s request for a 
27% freight rate increase, which decision will supple- 
ment the present 10% interim increase. 

(4) That should the Commission grant an addi- 
tional 9% to 10% boost on top of the 10% given last 
October, and if there is no further vital change in the 
cost structure or in the present volume of traffic, the 
industry will do very well in 1948. 


What About 1948 Earnings? 


While it is far too early for any projection of indi- 
vidual railroad earnings into next year, the general 
business and industrial trend is encouraging enough 
for the assumption that additional freight rate relief 
may permit 1948 profits roughly similar to indicated 
final 1947 results. 

Figures will vary considerably in different regions. 
Eastern roads, whose showing will be the poorest of 
any sector this year, are in position to make impor- 
tant strides in 1948. Bituminous coal carriers, in any 
event, will do well. Roads in the Southern, Southwest- 
ern and Northwestern territories may experience a 
moderate decline in earnings, but not of a severity 
necessitating curtailment in dividends. 

Any longer range forecast — beyond 1948 — is of 
course impossible at this time. If a decline in business 
depresses the industry’s gross much below the eight 
billion dollar annual level, 


Norfolk & Western and Chesapeake & Ohio are of 
course well-known investment merit; the speculative 
factor there is minimal. 


Capital Expenditures 


Meanwhile, despite the uncertainty over the extent 
of the forthcoming permanent freight rate, the rail- 
roads are going ahead with their equipment pro- 
grams. Expenditures for such purposes by Class I 
roads during the second half of this year are ex- 
pected to be about 87% over the first six months. 
This has been reflected in the large number of equip- 
ment trust issues in recent months. Actual equip- 
ment expenditures for the first half of 1947 
amounted to $231 million. Third quarter outlays are 
estimated at $174 million and fourth quarter ex- 
penditures at $259 million. 

Altogether, capital expenditures of Class I rail- 
roads for the whole of 1947 (including additions and 
betterments to roadway as well as equipment) are 
expected to reach $952 million, a 73% increase over 
the $550 million spent for these purposes last year. 
The sharp increase of course reflects not only the 
bigger volume of purchases and work undertaken but 
also the considerably higher wage and material costs. 

The rate of expenditures indicated shows that the 
railroads are alive to the need for more and better 
rail transportation and are willing to spend freely to 
that end. But, they contend, the price for their great 
program for future service to the country must be a 
rate level that will make possible rendering this 
service by private enterprise and provide a reason- 
able return to those who furnish the capital. 
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Vew Factors in 
LIQUOR 


Industry 


By GEORGE W. MATHIS 


Ss liquor distillers have had their full 
share of problems to cope with during the current 
year. A downtrend in sales, rising costs of operation, 
price cutting by retailers and increased foreign com- 
petition at times have challenged managements all 
along the line. To cap matters, now comes the sixty- 
day shutdown agreed to with Mr. Luckman as an- 
other serious poser. 

Regardless of the earlier handicaps, the larger 
distillers have achieved reasonable success earnings- 
wise thus far in 1947, though admittedly last year’s 
bonanza may not recur for many years to come. On 
balance, it is not surprising that liquor shares have 
displayed considerable volatility from month to 
month, or that since the shutdown was announced, 
their prices have developed a significant downtrend. 
As many investors have found it difficult to appraise 
the changing picture, it seems timely for us to clar- 
ify it for our readers. 


The Inventory Situation 


As of August 31, inventories of whiskey totalled 
393.8 million gallons, according to Licensed Beverage 
Industries, Inc., public relations representatives of 
the distillers. Stocks on hand, therefore, were of en- 
couraging proportions, for they were only 21 million 


@ less than in August 1942. Had not consumer buying 


begun to taper off rapidly with the advent of 1947, 
the distillers rather easily would have built up their 
warehouse stocks more substantially. High prices for 
grain additionally restricted the creation of new 
stocks, for to age the new whiskey for four years in- 
volves the use of huge sums of working capital. Dur- 
ing January, whiskey production totalled about 25 
million gallons, but by late summer it dropped to a 
level of approximately 7 million gallons monthly. By 
that time it had become evident that national con- 
sumption of liquor had fallen by about 30% com- 
pared with 1946, chiefly because increased living 
costs and availability of long-awaited goods required 
adjustments in individual spending. 

That the distillers can coast along comfortably 
for a couple of months on a shutdown basis is self- 
evident. For that matter, in theory they have enough 
whiskey on hand to stretch out through blending 
with neutral spirits to carry them along for several 
years, if necessary. In practice, though, the rub 
comes through a rather scant supply of fully aged 
whiskey to provide the base for the blends. Only 85 
million gallons of four year old stock is on hand 


THE MAGAZINE OF WALL STREET 





cation 
the di 
scanni 
accord 


Preferre 
Commo 


INCO 


Net Sal 
Operati 
Pre-tax 
Pre-tax 
Net Inc 





AO 


quirently, and not unti can an additiona 
ons become equally aged. 

Supplies of neutral spirit, too, are worrying the distillers 
considerably. Stocks on hand at the end of August were 
reported as only 42 million gallons. When talk of shipping 
huge amounts of grain to starving European countries, 
however, began to feature the news, it is said that the dis- 
tillers stepped up production of grain alcohol decidedly 
during September and prior to the shutdown date. In con- 
sequence it is now estimated that their stocks of neutral 
spirits have risen to around 60 million gallons. With this 
amount at their disposal and by careful hoarding of prop- 
erly aged whiskies for blending purposes, total sales of the 
industry could conceivably continue at current levels for at 
least a year to come. 


muon 


Return of Allocations? 


In setting sights for a period longer than sixty days, 
investors and managements alike are worried lest the Mar- 


ull shall Plan may bring in its wake a return to Federal allo- 
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AND 


Yields 


Stock prices are governed partly 
by investment-yield factors, partly 
by speculative influences: i.e., an- 
ticipation of future earnings and 
dividends. The yield factor has 
been made less bullish for common 
stocks by the substantial decline 
in the corporate bond market. A 
high-grade telephone bond (Bell 
System company) was recently 
marketed on a 3.13% basis. On 
the other hand, rising dividends 
are working in the opposite direc- 
tion. A major adjustment in the 
bond market is unlikely. Hence, 
there probably will not be any 
important narrowing of the 
spread—generally favorable to 
equities—between stock yield and 
bond yields. However, in the case 
of stable-dividend stocks, the 
mark-down in bonds is definitely 
an adverse market influence. The 
further you go down the quality 
scale, the less of an influence it 
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becomes. Under any presently 
foreseeable bond-market pattern, 
speculative stocks could rise, or 
fall, greatly for reasons having 
nothing to do with investment 
yields. 


Utilities 


Stocks of many operating util- 
ities are perfectly sound long- 
term investments, where income 
return is the primary considera- 
tion. But if you hold such stocks 
with the idea of also deriving capi- 
tal gain, the odds appear to be 
against you for at least some time 
to come. There are logical reasons 
why these issues should be af- 
fected by relative high-grade bond 
yields. Except in unusual situa- 
tions, there is not much chance 
of present dividend rates being 
increased. Hence, even a moderate 
further decline in the corporate 
bond market—not improbable 
over a period of time—would jus- 





















American Stove ................. 
Barber Asphalt ............ 
Beechnut Packing ....... 
Copperweld Steel ......... 
Houston Oil pa aroe 
International Business Machines.............. 
International Silver cece 
Procter & Gamble... 

LL | | eee ee 
United States Steel 














INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1947-1946 | 
9 mos. Sept. 30 $2.06 $1.25 | 
9 mos, Sept. 30 1.90 co 
9 mos. Sept. 30 2.37 1.40 | 
9 mos. Sept. 30 83 25 | 
9 mos. Sept. 30 2.37 1.32 
9 mos. Sept. 30 12.29 9.16 | 
Sept. 30 quarter * 3.48 2.54 | 
Sept. 30 quarter 1.40 80 | 
9 mos. Sept. 30 1.60 .65 
9 mos. Sept. 30 9.01 4.43 
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tify some marking down of utility 
equity quotations. Prospectiv 
large new security financing, t 
pay part of the cost of an unprece. 
-dented expansion in private powe 
facilities over the next severd 
years, is also a retarding marke 
influence. Actually, the expansio: 
is likely, in time, to swell totd 
earnings available for the comma 
stocks. But the time factor is cor 
siderable and the financing come 
first. 


Hedge 


Quite opposite consideration 
apply to stocks of utility holdin 
companies which are awaiting re 
organization or liquidation unde 
SEC-approved plans. In many it: 
stances, some of the subsidiar 
holdings involved are sufficientl’ 
speculative to be influenced by 
action of the general market mor 
than anything else. Some of thes 
plans will remain frozen unt 
there is a higher stock market. 4 
case in point is American Power 
Light, which sold as high as 22!) 
at the 1946 bull-market high; bu! 
has ranged between 1634, and 9); 
this vear. It is currently at 10°, 
or much nearer the low than thi 
high. The Dow industrial and ra 
averages recently got fairly clos 
to their previous 1947 highs. May 
be they will go through befor 
long, signalling what many wi 
accept as a new bull market. Mar 
be they will not. American Poweél 
& Light common is an intelligen 
“hedge” speculation. From. th 
present level, the percentage prof 
on it probably would be far abov4 
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average, given a substantial gen- 
eral rise in the market. It should 
be bought only with willingness 
to sell fairly promptly if the aver- 
ages fail to rise through their 
previous supply levels. That would 
probably involve no more than a 
relatively small loss. 
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In addition to all the other 
things complicating life for those 
who speculate in stocks, as well as 
for those whose business is giving 
advice on security selection, there 
is now the guessing game on 
whether this or that otherwise 
favored company is likely, or not 
likely, to do some financing. If so, 
will it be bond financing, which is 
not too bad from a stock market 
point of view? Or stock financing, 
which is poison? Balance sheets 
will rarely give you an adequate 
advance tip. The managements 
can, but usually will not. Wher- 
ever demand prospects are good 
enough to call for expansion of 
facilities, you have to be on the 
look-out for financing. A certainty 
is that a new bull market would 
bring out the heaviest volume of 
stock flotations in some years— 
driving more and more nails into 
the coffin thereof, and meanwhile 
knocking down many an_ indi- 
vidual equity-financing casualty. 


Oil Producers 


The expansion in the oil indus- 
try is very largely confined to the 
integrated companies and refiners. 
The crude oil producers either are 
not expanding in more than pretty 
much normal degree, or, at pres- 
ent remunerative oil prices, are 
generating enough working capital 
to make resort to the money mar- 
ket unnecessary. This is not to 
say that financing is impossible in 
all cases, but that it is improbable. 
Among the leading crude pro- 
ducers are Amerada, Barnsdall, 
Humble, Creole Petroleum, Ohio 
Oil, Plymouth Oil and Seaboard 
Oil. Earnings will be excellent as 
far ahead as this column would 
even try to look. The stocks nor- 
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mally sell on lower price-earnings 
ratios, in most cases, than equities 
of integrated companies. There 
is considerably less than the usual 
difference at present, the tendency 
of the whole oil group being 
toward the lowest price-earnings 
ratios on record. We have ex- 
pressed doubt that the group had 
better-than-average market pros- 
pects for the medium term. The 
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crude producers might be an ex- 
ception. Certainly they seem to 
have greater speculative appeal at 
present than integrated oils or re- 
finers. 


Mullins 


Whatever may be in store for 
the market, Mullins Manufactur- 
ing is indubitably having a bull 
market of its own. This stock re- 
cently made a new high at 271/, 
compared with 1946 top of 221. 
Once mainly a seller of metal 
stampings to the auto industry, 
the company had a decidedly in- 
different prewar record, with 
earnings less than a dollar a share 
in the best years. They hit a rec- 
ord $1.63 a share last year and 
probably will be much over double 
that for 1947. The acquisition, 
through merger, of Youngstown 
Pressed Steel some years ago has 
begun to pay off in a big way, 
thanks to the boom in building 
and modernization. The biggest 
volume is now in kitchen sinks 
and cabinets, bathroom cabinets 
and washing machine _ tubs. 
“Youngstown Kitchens” are widely 
advertised. Reflecting this new 
prosperity, the management re- 
cently placed the stock on a regu- 
lar quarterly dividend of 25 cents 
and voted a 40-cent extra, against 
irregular and infrequent pay- 
ments previously. When a fairly 
small company “goes to town,” 
the results can sometimes prove 
spectacular. As to how far the 
stock might go, your guess is as 
good as this column’s. However, 
we do have one opinion. It is that 
in these maid-less and cook-less 
days (except for millionaires), the 
demand for modern kitchen facil- 
ities is likely to be generally big 
for years to come. 


Union Pacific 


Unusual among rails, Union Pa- 


cific recently went to a new high 
for the year, within about 10% 
of its 1946 bull-market high, fol- 
lowing reports that a three-for- 
one split is under consideration. 
The stock would probably be 
among the most popular rails on 
a split basis, but in most such 
cases stocks are a better buy be- 
fore splits than after. The road is 
unique in that earnings from its 
oil properties and other invest- 
ments are more than sufficient to 
cover the $6 dividend. The divi- 
dend was $10 from 1918 through 
1931, was cut to $8 in 1932 and 
$6 in 1933. It has long been be- 
lieved that it was only a question 
of time before it was put back to 
at least $8, with $10 a possibility. 


New Sights 


Some of the lowest price-earn- 
ings ratios in the market apply to 
stocks in industries which suf- 
fered from over-capacity, and re- 
sulting severe competition, before 
the war. Typical examples, among 
many, are the paper stocks and 
textile or apparel issues. This 
column holds no special brief for 
these stocks, but investors need 
to be reminded that we are not 
going back to prewar population, 
or prices or national income. In 
many lines prewar over-capacity 
is under-capacity now. American 
business would not be spending 
$15 billion a year on plant and 
equipment if it had any real wor- 
ries about over-capacity. In view- 
ing the postwar world, the sights 
of industrial managements, gen- 
erally speaking, are a lot higher 
than those of the stock market. 
They could be wrong, of course; 
but this is not the abstract, blan- 
ket optimism of 1929. It is based 
on what managements see in their 
own fields, after looking long and 
hard from every angle. 

(Please turn to page 161) 
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DECLINES SHOWN IN RECENT EARNINGS REPORTS 


1947 1946 | 
6 mos. Sept. 30 $2.70 $3.66 | 
9 mos. Sept. 30 1.28 1.73 | 
Sept. 30 quarter .04 22 
9 mos. Sept. 30 2.21 3.68 | 
9 mos. Sept. 30 1.87 2.14 | 
9 mos. Sept. 30 -96 1.12 
9 mos. Sept. 30 6.83 14.22 | 
9 mos. Sept. 30 92 1.05 | 
9 mos. Sept. 30 4.04 4.50 | 
9 mos. Sept. 30 3.84 6.82 | 























The Personal Service Department of THE MaGaziINe oF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions : 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Anderson, Clayton & Co. 


Please advise recent sales, earnings 
and inventory position of Anderson, 


Clayton & Co. 
J.0., Columbus, Ohio 


Net income of Anderson, Clay- 
ton & Co., Inc. for the fiscal year 
ended July 31,1947 reached a rec- 
ord high of $19,797,928, equal to 
$13.18 a share. This compares 
with net profit of $14,006,998 or 
$9.33 a share in the preceding 
year. Consolidated net sales 
for 1947 fiscal year more than 
doubled over 1946 to $593,343,824 
from $268,194,885. 

Of earnings in the last fiscal 
year, $12.8 million were from do- 
mestic operations, compared with 
$5.1 million in 1946, and $6.9 mil- 
lion resulted from operations 
abroad, compared with $8.8 mil- 
lion the year previous. Inven- 
tories were sharply reduced dur- 
ing the year declining to $95.3 
million on a consolidated basis, 
from $268.1 million on July 31, 
1946. On July 31, 1947 inventories 
included 243,950 bales of domes- 
tic cotton and 391,429 bales of 
foreign growth staple, compared 
with 1,040,027 bales and 499,633 
bales, respectively, on July 31, 
1946. 

During the past year, the com- 
pany completed part of a program 
of improvement, and moderniza- 
tion, expansion of milling and gin- 
ning facilities in the U.S.A. and 
abroad and construction of short- 
ening and margarine plants in 
Brazil and Mexico at a cost of 
$4.6 million for the parent com- 
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pany and domestic subsidiaries 
and $5.1 million for foreign sub- 
sidiaries. Expenditures of $1.1 
million more at home and $3.8 
million abroad should complete 
the program, according to the 
president of the company. The 
latter believes that world supplies 
of cotton will decline further in 
the present fiscal year. They 
totalled 18.1 million bales July 21, 
1947, compared with 23.3 million 
the year before. Working capital 
on July 1, 1947 amounted to 
$86,359,438. 

Dividend payments thus far in 
1947 totalled $3.90 a share, com- 
pared with $2.35 paid in the full 
year of 1946. 

Ritter Co., Inc. 

Please advise on Ritter Company’s 
sales, finances and profits. 

S.A., South Bend, Ind. 

Ritter Co., Inc. are the largest 
manufacturers and the distribu- 
tors of dental office equipment in 
the world. 

Net income for the nine months 
period ended September 30, 1947, 
after making provision for all 
taxes, reserves, and other charges 
amounted to $692,990, as com- 
pared to a net profit of $439,519 
for the corresponding period of 
last year. Provision for Federal 
Income and State franchise taxes 
for the first nine months of this 
year amounted to $514,000 as 
compared with $425,000 for the 
like period of last year. Ship- 
ments during the first quarter of 
1947 were 9.45% greater than 
those of the first quarter of 1946 


while shipments for the first nine 
months of 1947 were 30.49% 
greater than those of the same 
period a year ago. Consolidated 
net sales for the year ended De- 


cember 31, 1946 amounted to 
$7,779,948. Net income was $696,- 
397, equal to $4.00 per common 
share. Dividend payments for 
1946 amounted to $1.50 a share 
and the same amount was paid up 
to October 1st of the current 
year. 

Current assets amounted to 
$6,125,378.12 on September 30, 
1947 including cash and govern- 
ment securities in the amount of 
$1,644,087. Current Liabilities on 
the same date including provision 
for Federal and other taxes, 
amounted to $1,659,242, a ratio 
of 3.69 to 1. 

Capitalization consists of 20,000 
shares of 5% cumulative con- 
vertible preferred and 149,000 
shares of common stock outstand- 
ing. Prospects for the company 
continue favorable. 

Nehi Corporation 

Please furnish information on Nehi 
Corporation as to products they manu- 
facture, earnings, etc. 

K.B., Erie, Pa. 


Earnings of Nehi Corp. for the 
nine months ended September 30, 
1947 amounted to $1,388,316, 
after providing $969,000 for Fed- 
eral an dState income taxes, as 
compared with $1,096,782, after 


providing $722,000 for Federal | 


and State income taxes in the 
comparable period of 1946. These 
earnings are equivalent to $1.35 
per share in the first nine months 
of 1947 and $1.06 per share in the 
comparable period of 1946. 

Nehi Corp. manufactures syr- 
ups, flavors, etc., which are sold 
in concentrated form to franchise 
bottlers. Beverages are sold un- 
der company’s trade name (Royal 
Crown) Cola; (Nehi) orange, 
grape, root beer, ete. and (Par-P- 
Pak) gingerale, orange, etc. Busi- 
ness was originally founded in 
1906. Capitalization consists solely 
of 1,030,000 shares of common 
stock outstanding. 


(Please turn to page 157) 
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Keeping Abneast of Industrial 


¢ and Company News ° 





The depreciated dollar comes in for some interesting comments by General 
Motors Corporation in its third quarter report. In considering an adequate return to 
shareholders this factor must be weighed, it holds. And during nine months, the com- 
pany itself has set up reserves of about $61 million on top of normal depreciation 
requirements. 





Just why the Government persists in trying to block action by Aluminum Com- 
pany of America to free itself from its former status as a court-decreed monopoly is 
indeed a puzzle, for the facts are clear. The Circuit Court, in clearing the way for 
a possible Supreme Court adjudication, apparently sees the justice of ALCOA's plea. 








The United States, with nearly three fifths of the world's telephones and 
more than 42 billion completed conversations last year, is the "talkingest" nation 
on earth, says the American Telephone and Telegraph Co. Among our major cities, San 
Francisco ranks top as to per capita use, with about one telephone for every two 
persons. 





The paper industry must be studying with interest plans of a large group of 
newspaper publishers to establish a new supply source of their own. At a recent meet- 
ing, the group unanimously approved a $ 65 million program to construct a large paper 
mill in New Brunswick, capable of processing 300,000 cords of wood annually. 





Having manufactured and sold approximately 40,000 Swiss-invented all- 
purpose rototillers to farm markets in North and South America in little less than 
a year, Graham-Page Motors Corporation has now secured world sales right to this 
efficient equipment. Ground is quickly readied for planting by a single operation. 





Cutting movie production costs by up to $50,000 an hour seems fantastic, but 
Twentieth Century-Fox claims to have learned the trick. Air-conditioning on a large 
scale permits continuous use of sound stages, formerly useless for a third of the time, 
in order to clear out heat. High wage costs of from $2000 to $3000 per minute are 
thus saved. 





Acquisition of New Holland Machine Company by the Sperry Corporation for a 
reputed $7.5 million significantly broadens Sperry's activities to include the field 
of farm machinery and equipment. The buyer expects its sales to expand by about 40% 
by this move, and that commercial business will then account for about 60% of its total 
volume. 








To fill a backlog of $96 million, Burroughs Adding Machine Company plans 
to launch a $3 million expansion program. This concern finds current demand for its 
products exceedingly strong, besides which it has a number of interesting new products 
ready for manufacture. 
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To adjust its facilities to produce 92% Diesel locomotives this year rather 
than the 25% for 1946 cost the American Locomotive Company $20 million, reported 





chairman Duncan W. Fraser to visiting bankers. $70 million backlog orders of this 
concern indicate a full production schedule during all of 1948. 





For the first time in 25 months, more new cars were delivered to the rail- 
roads in September than they retired. 7,182 cars of various description were in- 
stalled against 6,514 taken off from duty, leaving a slim margin of 688 cars to the 
good. Incidentally, Class I railroads on September 30 had 841 locomotives on order. 


Out of the Budd Company plant in Philadelphia recently rolled a British 
adaptation of the latest American streamlined railway coach, for shipment on a Cunard 
liner. Fitted with compartments and reclining seats, in traditional British Style, 
this custom built car will serve as a model for an English firm to copy in building a 
large fleet. 





The world's largest producer of penicillin, Charles Pfizer & Co., has 
developed an interesting new penicillin salt known as procaine penicillin. Indications 
are that this new drug in a single injection will prove as efficient as the present 
kind requiring numerous applications. 





Tailor-made synthetic resin for the paint industry is heading for large 
scale production in Libbey-Owens-Ford Company's $9 million Plaskon chemical factory. 
Production of coating resin will be conducted in a five story plant to permit a gravity 
flow from top to bottom in processing, and containers will be controlled by electric 
eyes. 





During the current year, according to the American Iron and Steel Institute, 
approximately $448 million is being spent by the steel industry for expansion of 
facilities, part of a $1 billion program undertaken since VJ-Day. Better yet, by the 
end of this year or in early 1948, it is believed the program will be entirely completed. 





To what extent the Life Insurance Companies are using their funds to aid in- 
dustry is shown by some recent statistics gathered by the Institute of Life Insurance. 
Including public utility and industrial bonds and stocks, these companies on August 
31, 1947 had investments of this kind totalling about $11.5 billion. Stocks alone 
accounted for $1.3 billion. 








Judging from a recent survey made by Crowell-Collier Publishing Company, 
41% of all present automobile owners expect to buy new cars before the end of 1948, 
thus providing a potential market for 9 million vehicles. The average car on the road 
is now a 1940 model that has travelled 58,000 miles. 





Where clearing forest land used to be a major problem of Southern farmers, 
the trees have now become an important asset and are being grown on a large scale. As 
an indication of the size of this crop, International Paper Company reports that its 
southern Kraft Division alone plans to spend $37 million for wood in 1948. 








Despite strong efforts to hold prices of petroleum products down, Standard 
Qil Company of New Jersey for the first time since last March has been forced to boost 
gasoline prices by 3/10 of a cent and other fuels by 8/10 of a cent. Higher freight 
rates and the recent rise of 20 cents per barrel for crude oil necessitated the move. 


Soaring prices cannot be held accountable for record sales of $67 million 
by Pittsburgh Plate Glass Company during the third quarter. Harry B. Higgins, pres- 
ident, points out that factory prices for polished plate glass are below the level 
of 1917 and less than half of the prices prevailing in 1920-21. 
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: For 1948 Into 1950 
Ol u n 0 w -) e 
* 
By John Durand 
xy NOT FOR SALE 
(Value $3.50) _ 
/ HIS year ... to celebrate our 40th Anniversary ... we are publishing one of our 
finest investment books. You will find it so practical in application .. . so real- 
7 a istically suited to your needs .. . that we believe it will prove a most valuable basis 
for profitable investment in 1948 ... for laying out a sound program looking to 
2 Fd 1949.50. 
' Normally, this outstanding book would sell at $3.50 but we offer it to you as our 
40th Anniversary Gift — with a one year’s subscription to The Magazine of Wall 
- Street . . . providing a combination investment service that can be worth thousands 
: of dollars to you. 
PART I—The World Today PART I1—What’s Ahead For The Market 
‘a! —Fallacies of Trend Toward Nationalization by Political bd peg sks hig Now—W —_— es gee 
Serection- ; ullish ” earish Factors Cychcal Outlook anc 
: otentials; 
Slowing Down of Production . . . Labor Excesses Under Guide to Today’s Market — New Forces That Shape 
Socialist-Communist Control nee Effect of Shortages in Movements Duration of Swing volatility volume 
Skills . . . Bureaucratic Unwillingness to Take Respons- ... Cushions and Hazards to Watch: 
ibility ; Key Technical Barometers Industrial Group Move- 
ad —Varying Recovery Status of Individual Countries .. . ments Specific Situations — Combining Technical and 
Effect of Nationalization on Venture Capital . .. . Con- Fundamental Factors; 
fusion in World Currencies ,,, Place of Gold in Chang- Timing Your Buying and Selling the New Technique 
ing World. for Trading and Investing. 
PART I1!—Realistic Investment Approach 
? (b) —THE UNITED STATES PP 
dE ing De nts c 19.5 . 
—Economic Political Scene . . . Election Year Influences Planning Your Investme nts for 1 48-49-50 Making Your 
. ; Program Flexible Subject to Change as Conditions or 
... Degree of Inflation to Date .,. . Deflationary Aspects Stiantines Waaeanhs 
> s 2 5 is . S Ay . 7 z . ~ > . 
‘ F ae tne : . . 7 Great Selectivity to Prevail . . . Evaluating Companies 
—Dissecting National Income .. . Purchasing Power — on Economic and Political Stability; Facts on Price- 
Staples — Luxuries . . . Gauging Buying Power for Earnings Ratios; Profit Margins; Demand; Competi- 
rd Stability — for Prosperity — Taxes; tion; etc., etc. 
. —Production Hurdles .. . AFL vs. CIO — Trend Toward SPECIFIC SELECTIONS FOR YOUR INVESTMENT 
7. og eg Workers and Union Leaders under —To Keep What You Have... For Security, For Prot>e- 
alt-Martley Law... tion of Capital; 
—Foreign Aid Program . .. Gearing Productive Machinery To Make It Grow and Produce .. . To Supplement Your 
5 to Meet Marshall Plan and Domestic Needs . . . Resultant Income to Meet Increased Expenses from Every Side; 
Scarcities . . . Possible Trend to Lower Standard of To Take Advantage of Outstanding Opportunities . . . 
Living; For Substantial Price Appreciation . . . To Have Your 
—The American Dollar—At Home and Abroad . . . Where Capital Keep Pace With The Inflationary Spiral. 
s- Heavy Capital Expenditures Are Needed—Sale Abroad -PLUS ... INDIVIDUAL PORTFOLIOS . . . Compiled 
of Outmoded Equipment . . . Export and Import Trade For the Above Objectives As Well As Balanced Port- 
. . - Looking Into 1948-49-50. folios Including a Cross Section of ALL Selections. 
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Lives ‘Throughout The Year — 
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essential as the basis for making plans in epochal 19418. Scrap 


Because of its broad scope. its forthright dependability and sound common sense, no gift vou ean give this vear will pr 
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It will express your esteem... your interest in his welfare ... and 26 times throughout the coming year serve as « rem 
of your thoughtfulness. Those to whom you give the Magazine of 
Wall Street will turn to it with interest. at first...then with eager- 
ness... because they will find it practical and good, from an invest- 














ment viewpoint... and because they will be gaining an under- 
standing of domestic and international affairs which they never 
believed could be acquired so easily. 
, - 
Give “The Magazine of Wall Street “Pe... 
YOUR BUSINESS FRIENDS AND ASSOCIATES It will form a , 
bend of interest between you, promote your business relations. | 
YOUR EXECUTIVES AND EMPLOYEES Who will acquire a ° 
broader grasp of the vast industrial and economic changes. | 
You will benefit from the development of their judgment and | I. 
Vision, 
YOUR SON AND DAUGHTER — It will give them a realistic ap- ¥ 
proach, as they go out into the work-a-day world. °, 
YOURSELF — To “keep ahead of the news” in the world of busi- " 
ness and finance ... and aid you in increasing the safety. > | 
income, and profit from your investments. ° ‘ 
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MONEY AND CREDIT—Rising interest rates and mount- 


ing cost of equipment replacements contribute to conserva- 
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tive dividend policy. High grade corporate bonds, and now 15 
even U. S. Governments, decline slowly. Stock market reac- aii ail 
tionary on indications that the President may seek revival of INVESTMENTS 
the excess profits tax and other war-time controls. Corporate 
profits and dividends continue to expand. 
TRADE—Department store sales in fortnight ended Oct. 18 5 
were only 5% above last year; but were up 32% at New 55 fom 
York City compared with last year when trade was ham- q 
ered by strikes. e - - 
P Y : ” Pm. aed a 
INDUSTRY — Shortages cause mild decline in business oS Pe f 
activity during fortnight ended Oct. 18. Manufacturers’ * ad ee. 
backlog of unfilled orders at end of August 10°, larger than ° ‘ pape ocean 
a year earlier in dollar total. Orders booked by furniture 3 35 
.._ |e makers during September were 52%, above last year. Con- » sauiee an Cnceasione 

"it Will gruction expenditures in September at new post-war high. pre eeasstocgete nse rente nent? Pee eccerescettereene%e 
Scrap shortage may force curtailment of steel operations. 25 | 

i’ COMMODITIES — Futures break sharply on fears of re- TOTAL LOANS 
newed Government regulation; but M. W. S. index of raw 
materials pe rises sharply to new post-war high. 1S sail clea 
Prices advanced on petroleum and refined products, despite el ee em 
efforts of large producers to hold the line. La eee me te 

sLLIL IL LITT IIT IT Ltt Tt 
TFMAMTITASONDTFMAMITASOND 
BUSINESS ACTIVITY 1946 1947 
PER CAPITA BASIS 











M. W. S. INDEX 


1947 944 
Business Activity, on a seasonally adjusted basis, con- 
tracted nearly 1°, owing mainly to shortages, during the 
fortnight ended Oct. 18; but, as the decline was even sharper 
a year ago, the margin of increases over last year widened 
to 7%. 
* * * 


The Federal Reserve Board’s index of Industrial Pro- 
duction continued to rise in September; yet output by 
several industries was still somewhat under a year earlier. 
Among these were electrical machinery, nonferrous metals 
and products; textile mill, tobacco and rubber products; 
bituminous coal, power laundries and year-round hotels. 


* * * 


1935-1939= 100 


Department Store Sales in the week ended Oct. 18 
were only 2°% above the like period last year, against in- 
creases of 17%, for four weeks and 8%, for the year to date. 
At New York City, however, sales were up 31%, mainly 
because sales and deliveries at this time last year were 
hampered by strikes. 





*x * 


Construction expenditures during September totaled 
95 $1.5 billion, a new post-war high. Compared with a year 

ee ee ee ago, expenditures were up 19%, and building employment 
19%. Nine-months’ total was $10.5 billion—27%/, above 


(Please turn to the following page) 
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Latest Previous Pre 
Wk. oF .or Year Pearl PRESENT POSITION AND OUTLOO? 
Date Month Month Ago Harbor 

MILITARY EXPENDITURE (tf) $b/ Sept. 1.06 0.96 1.0 1.55 (Continued from age 153) 
Cumulative from Mid-1940.. Sept. 359.4 358.4 343.0 13.8 ae a or ee 

FEDERAL GROSS DEBT—Sb Oct. 22 259.0 259.1 263.3 85.2_| *¥ets that building costs are now 277, higher than 

__ ss a year ago. 
* * & 

MONEY SUPPLY—S$b 
Demand Deposits—94 Centers.....| Oct. 15 46.9 46.7 45.8 26.1 Steel production during the past fortnight 

Currency in Circulation... Oct. 22 28.6 28.7 26.6 10.7 reached a new post-war high; but so did the price 

a for steel scrap. Unless scrap becomes more plenti- 
BANK DEBITS—13-Week Avge. ful, steel operations may have to be curtailed. This 
New York City—$b ae Oct. 15 7.09 7.15 7.19 4.26 | would not only reduce profits sharply but would 
93 Other Centers—$b........... Oct. 15 11.20 11.22 11.80 7.60 | compel users of steel to slow down. 
PERSONAL INCOMES—$b (cd3) | Avg. 194.4 196.1 180.9 102.0 ee ae 

Salaries and Wages... | AUS 123.9 123.0 113.9 66.2 Flotation of corporate securities during July 

Proprietors Incomes Aug. 45.8 47.8 42.9 22.8 amounted to $601 million (75% of which was for 

Interest and Dividends Aug. 14.2 14.2 13.3 10.0 New Capital), compared with $738 million in June 

Transfer Payments ..... sevteenenenenen Aug. 10.5 Mt 10.8 3.0 and the 1946 monthy average of $530 million. 

(INCOME FROM AGRICULTURE) | Avg. 21.8 23.8 20.4 10.1 
- a * * * 
Aug. 59. B 5 z 
CIVILIAN EMPLOYMENT (cb) m oe ” red = Corporate Profits after taxes during the second 
Agricultural Employment (cb),. Aug. 9.5 10.1 9.1 8.8 a 
. quarter were at an annual rate of $27.5 billion, 
Employees, Manufacturing (Ib)...| Sept. 15.7 15.5 15.0 13.8 ‘ sis 
compared with $29 billion for the first quarter, and 
Employees, Government (Ib). Sept. 5.4 5.3 5.6 4.8 ee é : 
: $27 billion in the final quarter of 1946. If inventory 
UNEMPLOYMENT (cb) m Aug. 23 2.5 2.1 3.8 t a ; 
gains were excluded, profits would show continuous 
FACTORY EMPLOYMENT (1b4) Sept. 156 154 150 147 expansion from the fourth quarter of last year to 
ane er Sa Sept. 179 177 173 175 the second quarter of this year. 
Non-Durable Goods ........... Sept. 137 135 131 123 * * * 
FACTORY PAYROLLS (1b4) Aug. 322 314 284 198 
PP ama Oe ee a Publicly reported cash Dividends in September 
FACTORY HOURSE & WAGES (1b) come to $559 million—20% more than for the like 

Weekly Hours Aug. 39.8 39.8 40.5 40.3 month last year. Disbursements for the third quarter 

Hourly Wage (cents) Aug. 123.8 123.2 111.2 78.1 totaled $1,184 million, 17% more than a year ago. 

Weekly Wage ($)....... Aug. 49.29 49.03 44.99 31.79 | A few industries paid lower dividends during the 

— -— ~ third quarter this year than a year ago. Among 
PRICES—Wholesale (1b2) Oct. 18 157.9 158.0 135.1 92.2 these were transportation equipment (except auto- 
Retail (cdib), ——____. July 179.7 178.7 156.3 116.2 mobiles), railroads and utilities. Largest increases 
aaa — | were for paper and printing, textiles and leather. 
COST OF LIVING (1b3) July 158.4 157.1 = 141.2 110.2 

Food ............. July 193.2 190.5 165.7 113.1 si 

Clothing .... ine 185.7 158.7 113.8 Interest Rates are climbing faster than appears 

Rent wad sad et 1084 107.8 on the surface. Manufacturers’ needs for cash to 

RETAIL TRADE—Sb IE terre eoses 
pane Sento ments: od} the a wd pape er to the if insurance aie for sll sated 
Durable Goods _—__ reed oe —_ ees 1.14 3% or more as an cia A year ‘ ° he 
eran seats -.... tel _— ried padi goed end anies were glad to find " tt hai 

Dep't Store Sales (mrb).. Aug. 0.67 0.62 0.72 ~©«0.40 ait see - re 

Retail Sales Credit, End Mo. (rb2)..| Aug. 4.93 4.88 3.54 5.46 ¥ saad 

ag : Se mage ae ea * * * 
MANUFACTURERS’ 

New Orders (cd2)—Total........ | Aug. 231 230 211 18! As a result of this scramble for funds, market 
Durable Goods | Aug. 262 259 232 221 prices of high-grade corporate bonds and pre- 
Non-Durable Goods ...... Aug. 212 212 198 157 ferred stocks have been sagging, refunding is be- 

Shipments (cd2)—Total .... Aug. 280 271 222 184 coming more costly, while underwriters are being 
Durable Goods __. | Aug. 298 287 233 223 squeezed between the demands of issuers for a low 
Non-Durable Goods Aug. 267 259 215 158 interest rate and investor insistence upon higher 

es ___ | and higher yields. Underwriters recently, for ex- 
BUSINESS INVENTORIES, End Mo. ample, took a $750,000 loss on a 274% utilities 

Total (cd) —$b ... Aug. 39.1 38.5 31.3 26.7 issue offered at 100; because part had to be dis- 

Manufacturers’ ...... Aug. 23.0 22.7 18.5 15.2 posed of at 98!/. 

Wholesalers’... | Aug. 6.6 6.6 4.8 4.3 F 

Retailers’ . Aug. 9.5 9.2 8.0 Be Much comment has been occasioned by the low 
Dept. Store Stocks (mrb) | Aug. 1.9 1.8 1.8 1.4 ratio of Dividends to current earnings. The reason 
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— §— 
Latest Previous Pre 
Wk. or Wk. or Year Pear! PRESENT POSITION AND OUTLOO?# 
Date Month Month Ago _ Harbor 
~~ | BI BUSINESS ACTIVITY—i—pc Oct. 18 159.8 1608 154.3 141.8 
(M. W. S.)—l—np Oct. 18 179.8 180.8 168.3 146.5 for such extraordinary conservatism is that business 
cows concerns must retain a large portion of profits, not 
h INDUSTRIAL PROD. (rb)—I—np | Sept. 185 182 180 174 only because more will have to be paid out in inter- 
an Mining Sept. 153 150 146 133 ; | pass 
Durable Goods, Mfr. Sept. 216 210 212 14] est as time goes on, but also because depreciation 
Non-Durable Goods, Mfr.________ | Sept. 171 169 165 141 reserves based upon original cost are now woefully 
: é inadequate to meet replacement costs in these in- 
ight CARLOADINGS—t—Total Oct. 18 954 957 932 833 | Slot; ' 
rice Manufactures & Miscell Oct. 18 433 434 401 — fee 
<n as 6 2 6 «@ | oe 
; rain ct. 
This = : : | Politicians and left wing labor leaders who de- 
ould ELEC. POWER Output (Kw.H.)m Oct. 18 4,946 4,958 "4,540 : ‘3,267 | nounce Large Profits lose sight of the essential 
SOFT COAL, Prod. (st) m Oct. 18 12.6 12.7 12.8 10.8 | fact that profits which are not disbursed as divi- 
Cumulative from Jan. | eh Ook. 66 487 475 429 446 | dends are spent in expanding or modernizing plant, 
Stocks, End Mo March 57.7 495 58.5 - $18 _ | or for replacement of worn-out equipment. The 
* PETROLEUM—(bbis.) m | sums thus expended afford opportunities for em- 
, " Creede Output, Daily == | «dct. 18 5.3 5.2 4.7 4.1 | ployment in the same way as money spent to pro- 
une Gasoline Stocks Oct. 18 81 82 87 86 duce and distribute consumer goods. Corporations 
Fuel Oil Stocks. Oct. 18 58 57 5! 94 | deo not eat food or wear jul Their profits are 
Heating Oil Stocks. Oct. 18 6l 61 66 55 ” td ; 
| not squandered on luxuries. Without profits to spend 
LUMBER, Prod. (bd. ft.) m Oct. 18 542 524 469 632 | for capital goods there would be widespread un- 
_ Stocks, End Mo. (bd. ft.) b__-__| Aug. 5.6 5.6 4.1 3A | caphopment: 
ion, 
* * * 
ond | Hl" Comsltive frm Jen, |---| Sep oe 88 ATA TAT 
tory = | Since our last issue, the stock market turned re- 
yous INGINEERING CONSTRUCTION “ P : 
re AWARDS—Sm (en) Oct. 23 142 91 55 94 | — on fears that oo Truman's — 
Cumulative from Jan. |! ntsc. | Ook 23 4,599 4,458 4,422 5,692 | cratic advisors may persuade him to urge revival o 
a | the excess profits tax and other War-Time Con- 
MISCELLANEOUS trols. They know from sad experience that Gov- 
Paperboard, New Orders (st)t......... | Oct. 18 162 165 156 165 eieiiiaceica i cc rye 
. U. S. Newsprint Consumption [st)t..... Sept. 461 464 455 352 ee een eee ee Ce ee ee 
94 Do., Stocks (mpt) End Month....| Sept. 473 476 467 523 expansion in production needed to lower prices 
like Hosiery Production (pairs) m...............| Aug. 139 125 162 150 eventually by bringing supply into balance with 
arter Motor Vehicles, Factory Sales—t........ Aug. 349 379 346 352 demand: 
ago. Pneumatic Casings Production—m.....| Aug. 7.2 6.8 7.1 3.8 
| the b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept. (Avge. Month 1939—100). cd3—Commerce Dept., 
10Ng | Bi seasonally adjusted monthly totals at annual rate, before taxes. cdib—Commerce Dept. (1935-9—100), using Labor Bureau and other 
y I 


\uto- Data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted Index (1935-9—100). Ib—Labor Bureau. !b2—Labor Bureau 
ases | | (1926—100). 1b3—Labor Bureau (1935-9—100). !b4—Labor Bureau, (1939—100). It—Long Tons. m—RMillions. mpt—At Mills, Publishers. 
and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. pc— 
Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Thousands. 
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a No. of 1947 Ind (Nov. 14, 1936, Cl—100) High Low  Oct.18 Oct. 25 
°| Bi luves (1925 Close—100) High Low Oct.18 Oct.25 | 100 HIGH PRICED STOCKS. 89.87. 72.58 86.69 85.78 
rents 3044 COMBINED AVERAGE 148.8 111.5 138.3 136. 4 | 100 LOW PRICED STOCKS 183.14 124.35 158.51 156.42 
te 4 Agricultural Implements __ 206.6 143.4 206.6A 202.3 6 Investment Trusts__._ = 62. 8 48.3 61.0 60.3 
Hing Il Aircraft (1927 Cl—100)_ 167.1 108.2 151.4 144.7. | 3 Liquor (1927 Cl—100) 933.6 = 592.1 803.8 746.0 
hese 6 Air Lines (1934 Cl—100) 636.9 467.2 529.0 492.6 | 8 Machinery Ss st—«é«'‘#5S 92.4 123.1 158.3 154.9 
ment 6 Amusement. = --—s«*1:.46.0 101.7 108.6 105.6 3 Mail Order t—Ci«iE'292=« 84.2 112.6 108.8 
14 Automobile Accessories 237.4 203.3 216.5 217.1 | 3 Meat Packing ss séis''2.6 84.9 111.4 112.6A 
I! Automobiles _ 42.8 30.8 40.9 41.6 13 Metals, non-Ferrous _____ 1196.7 137.4 159.7 155.2 
3 Baking (1926 Cl.—100) _ 24.1 18.9 19.2 19.1 3 Paper 44.1 31.3 44.1S 42.5 
3 Business Machines ~ 301.6 230.8 275.5 277.8 23 Petroleum _- Ss 8.5 172.2 211.5 211.3 
arkat 2 Bus Lines _— Cl. —100) _ 175.0 116.1 140.2 140.2 20 Public Utilities _ . 134.4 104.3 121.0 119.1 
4 Chemicals __ 261.6 223.8 252.6 249.6 5 Radio (1927 Cl—100)___ 23.2 16.1 21.1 21.2 
api 2 Coal Mining - eS ae eer re: |) (f 14.0 17.6 18.0 8 Railroad Equipment __._ 80.6 55.8 66.9 65.2 
_ be- 4 Communication ___ _. 58.3 40.6 51.2 51.0 23 Railroads __ ee 17.0 22.3 21.7 
eing | § '3 Construction ____ 66.5 48.0 65.4 65.3 Lt ae 32.9 22.9 27.7 26.3 
low 7 Containers —.- == 715 2291.4 = 355.2 352.5 2 Shipbuilding __.__-_————*1'16.0 87.4 115.8 113.3 
ne 8 Copper & Brass___- = 113.9 90.9 107.0 105.6 3 Soft Drinks = Ci«éYS 9. 462.9 572.5 554.1 
9g 2 Dairy Products ss «ss ti«é 9. 55.9 61.4 60.8 13 Steel & Iron eee | el 90.7 117.8 115.1 
| OX 5 Department Stores 2 786 55.6 68.5 66.5 3 Sugar 68.2 51.4 56.0 56.4 
lities 5 Drugs & Toilet Articles. 223.2 149.4 168.4 167.3 2 Sulphur _ 253.8 211.0 240.2 239.0 
dis- 2 Finance Companies _______ 257.1 203.3 257.1A 255.1 3 Textiles 143.6 93.8 143.6A 141.0 
/ Food Brands 190.4 155.2 180.4 181.1 3 Tires & Rubber ae (ae 28.8 33.3 33.0 
2 Food Stores. = t—iéi7B‘WG 63.6 74.1 73.0 | 6 Tobacco 87.4 65.2 71.8 70.7 
3 Furniture ____ —. 94,3 66.1 84.3 84.7 2 Variety Stores eee. | 289.1 329.3 335.3 
low _3 Gold MINING oo ORME 738.4 825.4 813.2 19 Unclassified (1946 Cl. Cil.—100) 108.5 83.7 104.9 103.7 
vr New HIGH since: A—1946; S—1930. 
EETPOVEMBER 8, 1947 155 











Futures turned reactionary last week; but the M. W. S. index 
of raw materials spot prices advanced sharply to a new post- 
war high. On Oct. 24, following the President's call for measures 
to halt soaring prices, the Dow-Jones commodities futures index 
slumped 4.49 points, the largest drop in a single session since 
computing of the index was begun in Oct., 1933. There is no 
question about the desirability of checking the rise in living 
costs; but experience under the O. P. A. showed the political 
futility of curbing farm products prices so long as demand runs 
far in excess of supply. Ample rain in the midwestern dust bowl 
would do more than Government controls to avert a threatened 
skyrocketing of grain prices. Meanwhile the B. A. E. estimates 
that the Nation’s food bill this year will climb to $35 billion, 


compared with $29 billion last year, $14 billion in the pre-yy 
years 1935-9, $11 billion in the depression year, 1932, an 
only $17 billion in the boom year, 1920, following world Way| 
In reply to the President's politically inspired charge that spec 
lation is responsible for soaring grain prices, the Chicago Boay 
of Trade points out that, during the past fortnight, when spec 
lative trade was almost at a minimum, the Government boug 
40 million bushels of wheat, which was more than total cley 
ances for each of the years 1932 through 1936 and 1941, 19% 
and 1943. Talk of scarcity is causing housewives and farme 
to hoard foodstuffs; distillery closings will save 15 million bushel 
of wheat and lose 12 million bushels of by-product livested 
feed. On balance, the gain is small. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equals 100 


Date 2Wk. I\Mo. 3Mo. 6Mo. 1 Yr. Dec.6 
Oct.25 Ago Ago Ago Ago Ago 1941 
28 Basic Commodities ............. 343.0 335.4 326.9 306.3 309.3 261.0 156.9 
11 Imported Commodities... 308.5 300.9 292.7 273.1 284.5 239.6 157.5 
17 Domestic Commodities... 367.3 359.7 349.4 330.0 326.5 275.8 156.6 


Date 2Wk. | Mo. 3Mo. 6Mo. 1 Yr. D 
Oct.25 Ago Ago Ago Ago Ago | 
7 Domestic Agriculture ... 392.8 392.4 374.8 372.5 337.9 318.3 Iii 
12 Foodstuffs sevssneeneennnee 424.3 422.3 408.6 365.0 364.1 345.5 It 
16 Raw Industrials .... 289.1 279.2 262.8 268.3 273.5 211.2 | 
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14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 

1947 1946 1945 1943 1941 1939 

. 155.4 12838 95:6 92.9 65.7 -78.3 

126.4 95.8 93.6 89.3 74.3 61.6 


1938 
65.8 
57.5 


1937 
93.8 


High 
64.7 


Low 
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Average 1924-26 equals 100 


1947 1946 1945 1943 1941 1939 
171.07 127.07 106.41 96.57 84.60 64.67 
woneee LET.14 104.21 93.90 88.45 55.45 46.59 
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Answers to Inquiries 
(Continued from page 150) 
Balance sheet as of December 
31, 1946 listed total current as- 
sets $4,763,739, total current lia- 
bilities $2,190,503 and net work- 
ing capital of $2,573,236. For fis- 
cal year ended December 31, 1946, 
net sales amountedto $7,606,437 
and net income was $1,412,140, 
equal to $1.37 a share. Dividend 
payments in 1946 totalled 65c a 
share and 85c was paid thus far 
this year. 
Barium Steel Corp. 

Please advise recent sales, earnings 
and prospects for Bariwm Steel Corp. 
: G.C., Houston, Texas 
Barium Steel Corp. reported 
consolidated net earnings for the 
nine months ended September 30, 
1947 of $1,190,403.00 after all 
charges and after providing 
$683,655 for estimated Federal 
Income Taxes, equal to 60c a share 
on the outstanding common stock. 
This compared with a loss of 
$129,815.00 for the first nine 
months of 1946. For the third 
quarter ended September 30, con- 
solidated net earnings amounted 
to $401,280.00 after all charges 
and after providing for estimated 
Federal Income Taxes. Sales for 
the first nine months of the year 
amounted to $29,074,000 and un- 
filled business approximated $19,- 
000,000 as of September 30, 1947. 
The company is a holding con- 
cern, owning directly or indirectly 
a controlling stock interest in a 
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1Yr. feroup of operating subsidiaries 
Ago MEwhich manufacture diversified 
He ines of steel and other metal 
112 Products. Business has expanded 

greatly in recent vears through 

macquisition and mergers of var- 
- mious corporations. While near 





Bierm prospects appear favorable, 
the longer term outlook is obscure 
and therefore this stock must be 
considered a radical speculation. 


Around The World 



















(Continued from page 135) 

since been some selling of securi- 
tes, just how much no one knows; 
the total may now be down to 
about half a billion dollars, some 
of it not readily saleable. 

In spite of its difficulties, the 
Labor Government is pushing 
ahead with its nationalization pro- 
gram, a program which in turn 
bears a large part of responsibil- 
ity for the country’s economic. 
troubles. 
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“Weavers of, Sp eech 


ry 
Io you, who each day 
Take on anew your tasks 


Along the lines that speech will go 


Through city streets or far out 


Upon some mountainside where you have blazed a trail 


And kept it clear; 


To you there comes from all who use the wires 


A tribute for a job well done. 


For these are not just still and idle strands 


‘That stretch across a country vast and wide 


But bearers 
Of life’s friendly words 
And messages of high import 


To people everywhere. 


Nor in the headlines 


Then a grateful nation 


Not spectacular, your usual day, 


Except they be of fire, or storm, or flood. 


Knows the full measure of your skill and worth. 


And the fine spirit of service 


Which puts truth and purpose in this honored creed— 


“The message must go through.” 


| 

Next on the list is the gas indus- 
try, in completion of the plan for 
the coordination of the fuel and 
power industries. The plan is not 
likely to run into much opposi- 
tion but the same cannot be said 
when it comes to the steel indus- 
try, nationalization of which the 
Government will press in 1948 
and 1949. Knowing this, the Gov- 
ernment is clearing the decks for 
an all-out battle. Thus it will in- 
troduce legislation to curb the 











it fears greatest obstruction to 
nationalization of steel. The in- 
tention to reform the Lords—by 
reducing from two years to one 
the period of time which the up- 
per house may hold up measures 
passed by the House of Commons 
—was formally announced in the 
King’s address at the opening of 
Parliament October 21. 

Main motive behind the action 
is fear that the Lords may kill the 
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steel bili until after the next gen- 
eral election in 1950. Should the 
Lords reject the parliamentary re- 
form bill, the Government could 
call a general election sooner, if it 
believed circumstances favorable 
for victory. The “Peers versus the 
People” issue is already bruited 
about as a catching slogan in such 
an eventuality. A general election, 
many think, may be forced within 
a year. In view of increasing dis- 
satisfaction with the Labor Gov- 
ernment, the prospect of even 
greater “austerity” and further 
“belt tightening,” one hesitates to 
predict the outcome. 


Swedish economy under pressure 


The Swedish national economy 
is showing signs of growing dis- 
tress. On top of a currency crisis 
that has reached an acute stage 
and led to severe curtailment of 
imports, crop yields this year 
have been poor, so poor as to en- 
danger maintenance of present 
bread rations without sizeable im- 
portation of grains. Lack of hard 
currencies (wherewith to import 
goods) is increasing the pressure 
of purchasing power which con- 
tinues high. It cannot be offset by 
domestic production which is in- 
sufficient in many lines of con- 
sumer goods. Foreign trade is fur- 
ther hampered by discontinuance 
of sterling convertibility and by 
general international develop- 
ments. 

Here, as in other countries, the 
train of events has followed the 
well-known pattern. The gold and 
currency reserves of the Swedish 
national bank, a year ago as high 
as 2.5 billion kronor (a krona is 
worth about 28c U. S.), has been 
reduced to 589 million kronor and 
half of this consists of holdings 
of sterling which are inconverti- 
ble. Barring unforeseen improve- 
ment, the Swedish import surplus 
this year will come close to two 
billion kronor (about $550 mil- 
lion) and gold and exchange re- 
serves will have dropped to an all- 
time low. Sweden, in short, faces 
a situation that calls for drastic 
measures. 

The curbs placed upon imports 
last March failed of their purpose 
for two reasons: (1) The curbs, 
in many instances, have been too 
“liberally” applied. And (2) Ex- 
ports have not since reached their 
expected volume; they slumped 
because foreign buyers were un- 
willing to pay the high Swedish 
prices. Additionally, the $250 mil- 
lion commercial credit granted 
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last year to the Soviet Union is 
adversely affecting Swedish in- 
dustrial interests, both because of 
the delay on the part of the Sov- 
iets in completing orders on the 
highly specialized products in- 
volved, and because of the open 
question of whether Russian raw 
materials and long term credits 
will materially benefit the coun- 
try. The Russian deal is estimated 
to affect about 15% of the Swed- 
ish economy, but being strongly 
concentrated in a few lines, it 
serves as a considerable drag on 
industrial activity generally. The 
Swedish industrialists find them- 
selves handcuffed to this deal but 
unable to go ahead with it. 

The impact of all these prob- 
lems is forcing the Swedish Gov- 
ernment to reconsider its entire 
economic policy. It may have to 
review, with an eye towards cur- 
tailment, the Russian trade credit 
as well as other credits extended 
abroad. Internal measures may 
have to include reintroduction of 
textile and leather rationing, fur- 
ther cuts in luxury imports. a ban 
on foreign travel expenditures to 
save “hard currencies,” postpone- 
ment of social reforms and tight- 
ening of money rates. Being one 
of the “Marshall Plan countries,” 
Sweden is looking for relief from 
the United States to correct its 
dollar shortage. Above al], produc- 
tion has to be rationalized and 
intensified to ameliorate inflation- 
ary pressure which otherwise may 
severely threaten internal eco- 
nomic stability. 


Candidates for 
Year-End Extras 
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share in the first half, though 
dividends have been held to 50 
cents per share quarterly. And not 
to be overlooked is Wheeling Steel, 
reporting a net of $8.57 per share 
for the first half, against total 
per share dividends of $2 to date 
in 1947. Considering the excellent 
outlook for steel operations share- 
holders may reasonably hope for 
special consideration at the year- 
end. 

Now that the much talked of 
boom in the construction field has 
begun to materialize, numerous 
suppliers of materials and build- 
ing equipment are likely to hold 
or improve marked earnings gains 
established earlier this year. On 
this premise, where working cap- 
ital is satisfactory, shareholders 
in some of the better situated con- 
cerns may justly feel optimistic 
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over the prospect of year-end diy. 
dends. Johns-Manville, for jy 
stance, has thus far in the currey 
year distributed only 85 cents py 
share, despite net earnings equ 
to $2.56 per share for nine month 
ended in September. Lehigh Poy, 
land Cement, too, seemingly coulj 
afford to be more generous to it 
stockholders, because of th 
highly mechanized nature of it 
operations, rapid turnover and a 
insistent demand that shows y 
sign of letting up. As for Pitt 
burgh Plate Glass, net of $1.6 
per share reported for the firy 
half appears large compared with 
distributions to date in 1947 of 7 
cents per share. Extra year-en 
disbursements by these concern 
should occasion little surprise. 


Other Possibilities 


Other enterprises probably we 
assured of high level earning 
during the foreseeable future, be. 
cause of activity in the constru. 
tion field, are such concerns 4 
United States Gypsum Co. ani 
National Gypsum Co. To date it 
1947, the former concern has pait 
out only $2.50 per share, though 
net earnings for the first si 
months of the year equalled $4.6 
and should come close to $9 fw 
the entire year. National Gypsun 
has shown equal conservatism it 
its distributions, with dividend 
to date amounting to 25 cents pe 
share, against $1.39 earned in the 
first half. 

Among the manufacturers of vai: 
nish and paint, Glidden ranks a 
a strong candidate for a year-enl 
extra, due its currently favorabk 
earnings status. The reader wil 
find an investment audit of Glit. 
den elsewhere in this issue. Par 
affine Companies could well affori 
to allot a larger share of earnings 
to its stockholders, for its net d 
$6.41 per share for the first hal 
looks unduly large compared with 
dividends of $2.25 paid thus fa! 
in the year. 

Between replacement demani 
and new business, the makers of 
floor coverings enjoy unusuall) 
bright prospects for above avel 
age sales and earnings. Indeet, 
1947 has proven so prosperol 
that more than one concern il 
this industry might loosen w 
with an extra by the end of the 
year. The leader among linoleum 
manufacturers, Armstrong Cork. 


has conservatively restricted divi: 
dends during the first three quat- 


ters to $1.20 per share, comparet 


with net earnings of $2.70 pel 
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hare for the first six months 
ine. This naturally encourages 
pes of a special distribution 
fore long, for the company’s fi- 
bncial status is strong. 

Producers of paper and pulp can 
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nt earnings and dividend pros- 
ts therefore are highly encour- 
ving. West Virginia Pulp and 
nper, for that matter, has re- 
ntly declared an extra dividend 
$1 per share, but could easily 
ford to follow it up with another 
ne before the year closes. This 
meern is rapidly completing a 
ulti-million dollar moderniza- 
yn program to lower operating 
sts, the effect of which is shown 

net earnings of $8.19 per 
are for nine months ended in 
ly. Including the extra men- 
ned, Shareholders have thus far 
the current year received only 
8 per share. A similar hopeful 
tlook exists for shareholders in 
ternational Paper Company, 
rrently in the most prosperous 
riod in its history because of 
cord output, surplus of demand 
nd large scale improvement in 
erating efficiency. Unless this 
mpany declares a gratifying 
sarend extra, its net earnings 
1947 are apt to exceed divi- 
nds by a margin of better than 
ur to one. A substantial extra 
yyment, in fact, is confidently 
ticipated. Additional companies 
emingly slated for more liberal 
eatment of their shareholders 
il be found among the larger oil 
Miners and distributors. Refer- 
hee to our table will disclose a 
ther wider than usual relation- 
ip between net earnings and div- 
ent distributions in the case of 
th Houston Oil and Gulf Oil. 
er net earnings in the last half 
ould not vary adversely from 
e showing for the first six 
mths, thus evidently there is 
om for improvement in dividend 
larations. While limitations of 
ace preclude discussion of all 
the concerns listed on our table, 
twould point out that favorable 
nditions in the chemical and 
echinery industries have led us 
Include a number of selected 
Mdidates for extras in these 
oups as in others. 


Varying Problems 


pEarnings of course are one 
g and company policies an- 
er. Corporate problems vary 
lely and so do dividend policies. 
Pt on basis of reported and pros- 
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pective earnings, and of dividends 
so far paid out, we believe that 
the companies listed are promis- 
ing candidates for year-end extras. 





Gauging Our 
Productive Capacity 
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ability to accomplish engineering 
marvels to pull it through one of 
the heaviest inflationary blows 
that has yet faced any industry. 
In the face of adverse cost fac- 
tors, it simply must carry out its 
gigantic construction program, 
lest the power pinch becomes a 
definite limiting factor on na- 
tional output. 

Oil is another “tight” situa- 
tion. While it perhaps cannot be 
said that it is a definitely limiting 
factor in today’s production pic- 
ture, it has all the earmarks of 
becoming one unless existing and 
threatened shortages are relieved. 
The latter is principally a ques- 
tion of developing further crude 
oil production; refinery capacity, 
greatly increased during the war, 
is adequate—but fully used—in 
most categories of retined prod- 
ucts though there may be excep- 
tions. Development of crude pro- 
duction and transportation of 
petroleum products has_ been 
slowed by lack of oil field equip- 
ment, notably steel pipe which is 
extremely scarce. It all harks 
back to the steel shortage, of 
course. Once more steel becomes 
available, such leading pipe manu- 
facturers as National Tube Co., 
U.S. Pipe and Foundry, A. O. 
Smith Corp., Youngstown Sheet 
& Tube Co. and others will do a 
land office business and against 
that day, considerable expansion 
of pipe making facilities is going 
on. There are of course other im- 
portant factors that enter the oil 
picture. Suffice it to say that 
sporadic shortages of petroleum 
products are rapidly reaching bot- 
tleneck proportions, calling for 
long term remedies including ex- 
pansion of crude oil production 
or sharply higher oil imports. 

Another, far more severe bot- 
tleneck is found in transportation, 
more specifically in rail transpor- 
tation of freight, the result of a 
serious shortage of freight cars 
which in turn is again reflecting 
inadequate supply of _ steel. 
Freight transportation has_ be- 
come a serious problem, impeding 
proper movement not only of ag- 
ricultural products but of indus- 
trial raw materials and finished 


goods as well, as any manufac- 
turer can testify. The situation 
won’t be rectified until sufficient 
freight cars can be built, which 
despite redoubled efforts won’t be 
soon. The national need calls for 
building 10,000 new freight cars 
a month for at least the next five 
years, but monthly production 
has never gone much above 6,000 
units because car builders were 
unable to secure steel at the 
planned level. Repercussions 
were two-fold: The railroads fell 
down on their transportation job, 
and freight car builders have 
been operating at less than 50% 
of capacity although they hold 
orders for 114,000 freight cars 
and could supply 14,000 cars 
monthly if adequate steel were 
supplied. For steady production, 
the car builders need a ninety-day 
inventory, or steel totalling 515,- 
000 tons, and such a volume at 
present simply cannot be had, it 
seems. 


Non-Ferrous Metals 


Among non-ferrous metals, ex- 
isting problems center around 
copper, lead, zinc, and bauxite for 
aluminum production. Here it is 
not so much a question of capa- 
city but of dwindling natural re- 
sources, of depletion of our do- 
mestic deposits. The problem 
could be extended to iron ore, 
even petroleum and naural gas, 
where partial depletion may raise 
many technical and economic 
problems before long. In some de- 
gree all these situations either 
constitute or may become bottle- 
necks with a limiting effect on 
productive capacity. But with 
world trade on any reasonable 
basis, they can be removed or 
greatly minimized by greater im- 
ports. 

With the tremendous expansion 
that has been and still is going on 
in the industrial field, capacity in 
most manufacturing lines has 
reached the point at least of ade- 
quacy in relation to foreseeable 
demand, if not better. Relatively 
few situations remain, where de- 
ficiencies continue. In the chemi- 
cal industry, soda ash, the most 
important alkali, is still severely 
short, hampering important con- 
suming industries such as paper, 
glass and others. Capacity, how- 
ever, is rapidly being expanded 
and by next year should be ade- 
quate. The same is true of cer- 
tain plastics, while elsewhere in 
the chemical field, productive 
capacity by and large is adequate 
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HOLDING THESE 
STOCKS? 


Allied Stores Corp Lib-Owens-Ford 
Am. Radiator Loew’s, Inc. 

Am. Telephone Nat. Cash Reg. 
Am. Tobacco Co. Nat. Distillers 

Blaw Knox Co. -Y. Cen. R.R. Co. 
Chrysler Corp. Penney (J.C.} Co. 
Cities ServiceCo. Penn. R. R. Co. 
Com. Edison Co. Pepsi-Cola Co. 
Cons. Nat. Gas Union Pac. R.R. Co. 
Detroit Edison United Air Lines 
Firestone T&R Western Union 
General Motors Youngstown S&T 


Babson’s opinion on these widely 
held stocks may save you losses. 
Simply check those you own, or 
list 7 others you own, and mail this 
ad tous. We will tell you if clients 
have been advised to Hold or 
Switch them. No cost or obliga- 
tion. Write Dept. M-57. 
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to meet demands though a tight 
situation exists in certain spe- 
cialties. mee 
Newsprint capacity is still in- 
adequate and pending completion 
of existing relatively modest ex- 
pansion projects will remain so, 
probably for several years. The 
deficiency here exists primarily 
in the pulp field and may not be 
remedied soon. Elsewhere in the 
paper industry there is every in- 
dication that supply and demand 
may reach a balance by next 
year; expansion of facilities has 
been considerable and continues 
with an ultimate increase in total 
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capacity of some 15% by the end 
of 1948 now looked for. 

In the electrical field, capacity 
for appliance production—greatly 
increased against prewar — ap- 
pears now fully adequate to meet 
postwar peak demands and the 
threat of eventual overcapacity 
is not to be ruled out in some 
lines. On the other hand, facili- 
ties for producing heavy electri- 
cal equipment is far from suffi- 
cient and may require consider- 
able further expansion in view 
of the heavy requirements of the 
electric utility industry over the 
next five years. Heavy equipment 
manufacturers are sold _ three 
years ahead. 

In the other equipment indus- 
tries, productive capacity mark- 
edly exceeds prewar in virtually 
every instance and considerable 
expansion of facilities has been 
undertaken or completed. We 
have already commented on the 
problem in the railroad equip- 
ment field where insufficient steel 
supply is the primary retarding 
factor. The same applies to farm 
equipment, even office equipment ; 
in both, capacity expansion has 
been very substantial. The metal 
container industry finds itself in 
a somewhat similar situation — 
enlarged capacity but still not 
enough steel. 


Where Capacity Adequate 


On the other hand, productive 
capacity can be regarded fully 
adequate in such industries as 
general machinery, metal fabri- 
cating, tires and rubber, leather, 
household appliances and furnish- 
ings, and food products. In vir- 
tually every case, there has been 
some expansion; in some such as 
tires and metal fabrication, ex- 
pansion has been very substan- 
tial either after or during the 
war. The cotton and woolen con- 
tingent of the textile industry on 
the whole also has sufficient capa- 
city to meet prospective demand 
though existing facilities fre- 
quently stand in need of moderni- 
zation. The synthetic fiber indus- 
try, notably rayon and nylon, on 
the other hand continues to ex- 
pand capacity which so far has 
proved inadequate. 

Automotive capacity has been 
greatly expanded but due to lack 
of steel, the industry is operat- 
ing considerably below capacity 
level. This is particularly true of 
the automobile companies, as we 
all know; parts and accessories 
makers whose productive facilities 


were greatly enlarged during ti 
war, are for the most part operat. 
ing at or near capacity. 

In the building industry, too, 
expansion of facilities has beg 
and still is going on at a go 
rate and with completion of ¢. 
isting programs, overall capacity 
can be considered adequate fy 
any foreseeable needs. Ceme 
production, for instance, so fg 
has not reached full capacity 
leaving a substantial margin fy 
further production increase, {jj 
pipe, on the other hand, consti. 
tutes a serious bottleneck, by 
this again goes back to steel. 


Corporate Outlays 


The accompanying tabulatio, 
of plant and equipment expenii. 
tures shows where concentratio, 
is heaviest. Large increases apr 
scheduled by the railroads, noi 
only for rolling stock but also fo 
other facilities, and heavy expen. 
ditures are made and planned ly 
the electric and gas utilities. Th 
announced programs of thew 
groups indicate that current fe 


cilities are still far short of rf 


quirements. Of the prospective 
1947 total of $15.2 billion for nev 
plant and equipment expenditure 
of all business, about $10.6 billion 
or 70% represent actual or a 
ticipated outlays for new me 
chinery and equipment, assuring 
a high level of activity in heavy 
goods industries. The same pri. 
portion is indicated for manufa- 
turing, where nearly $5. billion 
will be spent on new machine 
and equipment this year. 

We have brought out in the 
foregoing, that of the two limit 
on production—physical and eco 
nomic—physical limitations such 
as described have so far been thi 
principal factors in retarding 
achievement of supply-deman 
balance. This means particular 
bottlenecks created by insufficiet! 
steel, transportation facilities ani 
other requirements. We have al 
seen that in the broad field d 
manufacturing, productive capi 
city, where not yet adequate, i 
rapidly being enlarged to meé 
prospective need. In many field 
however, the best single answe 
in the short run at least, woilf 
seem to be increased productivith 
that is more output per man-hol 
of work performed. For labi 
quite obviously is at present olf 


of the principal limiting factong" 


In those segments of the eco 
omy where additional labor a 
plant will not be available ft 
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gme time, or to the extent that 
gut Whole industrial system has 
ached an extensive limit of ex- 
nsion for the time being, we 
an only raise output by getting 
more out of each hour of work. 
Higher output per man-hour will 
not break bottlenecks, but it will 
help widen them quicker and lay 
ihe foundations for further gains 
in productivity. While it does not 
provide a full solution of physical 
problems, greater overall effi- 
dency will permit gradual step- 
ping up of production as a whole. 
nshort, when we analyze indus- 
trial capacity, labor efficiency is 
an important element in the total. 
labor productivity of late has 
yen on the increase and further 
gins in this direction are indi- 
cated. It is a development that is 
bund to contribute importantly 
towards solving the problem of 
physical limitations that stand in 
the way of present-day produc- 
tion efforts. 





For Profit & Income 





(Continued from page 149) 


| Hudson 


Hudson Motor has been one of 
the speculative favorites in recent 


‘Bweeks, almost catching up with 
‘BStudebaker in market price. Be- 


hind the move is the hope that 
the radically new Hudson models 
nw in preparation — the first 


aE major change in many years—will 
make a big hit, and the company 


will make big profits on them. It 
is possible. Of such stuff is spec- 
ulation made. So far as the so- 


ifcalled independents go, this col- 


umn will still take Studebaker. It 
ilready has a radically new line, 
with tooling costs thereof put be- 
hind, and it has already made a 
big hit. The company can sell all 


lithe cars it can possibly make, 


probably without any significant 
and costly) model changes be- 


“Bore 1949, if then. In retooling 

when costs were a lot lower than 
i@they are now, the company made 
Behe smartest move in the indus- 
‘fy. Present tooling costs are 


omething of a headache, even to 
the biggest in the game. 


ivitipMeat 


The chief meat packing con- 
erns have had another excellent 
rear. Even after heavy reserves, 
rofits for the fiscal year ending 


@ctober 31 will be well ahead of 


he good year ago figures. Con- 
Inued high earnings are likely at 
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least well into 1948. Finances have 
been sharply improved. This col- 
umn likes Wilson and Armour, 
both definitely speculative. They 
could have a substantial further 
rise, given a strong general mar- 
ket. Otherwise, they figure to be 
just two of many disappointing 
stocks. 


Acting Well 


Stocks recently stronger than 
average in tape action include 
Best Foods, Commercial Credit, 
Continental Oil, Deere, First Na- 
tional Stores, Bethlehem Steel, 
Phelps Dodge, U.S. Steel, Youngs- 
town Sheet & Tube, International 
Paper, Wilson & Co. 





Current Status Of 
Corporate Cash Resources 





(Continued from page 132) 


and the trends discussed appear 
quite marked. In the larger tabu- 
lation, we are showing how these 
trends have affected a number of 
selected companies in various in- 
dustries, and the picture shown 
is equally impressive. 

Take for instance American 
Woolen which at the end of 1945 
had cash of $23.9 million and 
securities holdings of $5.1 million. 
By mid-1947, these items were 
down to $6.4 million and $0.1 mil- 
lion respectively, but on the other 
hand receivables had risen from 
$11.6 million to $15.6 million, in- 
ventories from $37.7 million to 
$57.7 million, and net plant ac- 
count from $22.8 million to $26.1 
million. 

Or take Westinghouse Electric. 
During the period mentioned, 
cash declined by some $10 million 
and virtually all of the company’s 
security holdings of $42.7 million 
were disposed of. Against this, 
receivables rose from $51.9 mil- 
lion to $83.2 milion, inventories 
from $128.2 million to $189.4 mil- 
lion, and net property account 
from $77.6 million to $105 million. 
Additionally, long term debt rose 
from $20 million to $80 million 
and capitalization from $197.7 
million to $220.7 million. All these 
comparisons clearly illustrate the 
vastly greater capital needs to 
finance enormously enlarged post- 
war business at today’s price 
levels. 

In the case of Borden Company, 
the cash position is little changed 
but securities holdings were re- 
duced from $27.8 million to $6 
million. On the other hand, re- 





4% CoMPANY, INC. 
PREFERRED DIVIDEND 


The Board of Directors has this day de- 
clared the Regular Quarterly Dividend of 
fifty cents ($.50) per share on the $2.00 
Cumulative Preferred Stock of Crown Cork 
& Seal Company, Inc., payable December 
15, 1947, to the stockholders of record at 
the cluse of business November 21, 1947. 

The transfer books will not be closed. 

COMMON DIVIDEND 

The Board of Directors has this day de- 
clared a Dividend of€forty cents ($.40) per 
share on the Common Stock of Crown Cork 
& Seal Company, Inc., payable November 
29, 1947, to the stockholders of record at 
the close of business November 7, 1947. 

The transfer books will not be closed. 

WALTER L. McMANUS, Secretary. 
October 23, 1947. 








FIRTH CARPET 
COMPANY 


NEW YORK, N. Y. 
DIVIDEND NOTICE 


The Board of Directors has this day 
declared the regular quarterly dividend of 
$1.25 per share on the outstanding 5% 
Cumulative Preferred Stock, payable De- 
cember 1, 1947 to stockholders of record 
November 14, 1947. A quarterly dividend 
of thirty cents ($.30) and an extra dividend 
of five cents ($.05) per share has also been 
declared on the Common Stock, payable 
December 1, 1947 to stockholders of record 
November 14, 1947. The transfer books will 
not close. 

Graham Hunter, 
October 27, 1947 Treasurer. 








Burroughs 


185th and 186th CONSECUTIVE 
CASH DIVIDENDS 
A quarterly dividend of fifteen cents ($.15) 
a share and an extra dividend of fifteen 
cents ($.15) a share have been declared 
upon the stock of BURROUGHS ADDING 
MACHINE COMPANY, payable December 
10, 1947, to shareholders of record at the 
close of business October 31, 1947. 
S. F. HALL, Secretary 
Detroit, Michigan, 
October 22, 1947. 








UNITED CARBON COMPANY 
DIVIDEND NOTICE 
A quarterly dividend of 50 cents per share 
has been declared on the Common Stock of said 
Company, payable December 10, 1947, to_stock- 
holders of record at 3 o’clock P.M. on Novem- 
ber 14, 1947. ee, 
C. H. McHENRY, Secretary 











ceivables increased from $17.3 
million to $26.6 million and inven- 
tories from $31.4 million to $57.6 
million while net plant account 
rose from $65.2 million to $75.3 
million. Capitalization remained 
unchanged but long term debt 
advanced from $12.9 million to 
$25 million. 

There are, of course, variations 
in the basic trend. DuPont for 
instance shows an increase in 
cash but sold all of its $12.5 mil- 
lion worth of securities. All oper- 
ating assets, on the other hand, 
show marked increases and. capi- 
talization rose by $100 million, 
about the same as the increase 
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the same materials were used now 
ss before the war, it is estimated 
hat actual ingredients making a 
on of paint would cost more 
than twice the estimated average 
if about $1.56 for materials used 
ina gallon in 1939. By the time 
yich high-cost paint reached the 
onsumer, however, the price 
would be prohibitive so that man- 
ent has turned to substitu- 
ion of cheaper synthetic mate- 
rials which produce a better qual- 
ity product, in the opinion of the 
wmpany’s chemists. New prod- 
uts have been perfected and as 
son as essential raw materials 
are available in satisfactory quan- 
tities, the company hopes to put 
additional lines on the market. 
Prospect for increased activity 
in residential construction next 
year and continuation of indust- 
trial activity at a high level prom- 
ise to sustain substantial demand 
for paint. In spite of high prices, 
consumer demand for paint has 
exceeded the industry’s produc- 
tion. In the case of Glidden, about 
38 per cent of output goes to in- 
dustrial users whose requirements 
have shown no indications of 
slackening. Glidden officials recog- 
nize the fact that the deferred 
mand for paints probably has 
heen satisfied to some extent this 
ear but they feel confident that 
osumption will continue at a 
igh level in the coming year. As 
he quality of paints improves, 
ore home owners are expected 
0 undertake renovation projects. 
Margarine and salad dressing 
wre the principal products distrib- 
ited by Glidden in the package 
ood trade. Shortening, shredded 
ocoanut and other items are sold 
n bulk to large consumers. Glid- 
len is believed to rank about 
ourth in the margarine industry 
iter Swift, Best Foods and Na- 
ional Dairy Products. Manage- 
ment apparently hopes to 
trengthen its position in the re- 
al distribution of popular food 
oducts under the Durkee trade 
ame. 


Soya Bean Division 


Further expansion in the soya 
fan division also is apparently 
ontemplated as research uncov- 
ts additional products. The po- 
ntialities in stock feed having 
bya bean as a base have not been 
lly developed in the opinion of 
Mpany officials. 
Glidden has become the largest 
omestic producer of lithopone, a 
white pigment, used chiefly 
making paint. The principal 
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raw material of this product is 
fume dust collected at metal re- 
fineries and Glidden is recognized 
as the largest user of this val- 
uable product that formerly went 
to waste. A serious scarcity of 
ilmenite during the war hampered 
production of pigments. This es- 
sential material formerly was ob- 
tained from India but sources dis- 
covered in North Carolina now 
have been made available and 
abundant supplies are believed to 
exist in Labrador where explora- 
tion has begun to determine ex- 
tent of the resources. 


Sales Potentials 


With the expansion in the food 
division and probable introduction 
of new products, the company is 
optimistic over the possibility of 
maintenance of sales volume at 
around $150 million annually 
after stabilization of commodity 
prices. Such an estimate allows 
for deflation in the price struc- 
ture of linseed oil and other criti- 
cal materials of probably 35 per 
cent. Company officials doubt that 
linseed, for example, would de- 
cline in the next few years to pre- 
war levels of around 8 to 10 cents 
a pound. On volume of $150 mil- 
lion annually, or approximately 
three times the 1940 total, Glid- 
den might be expected to main- 
tain its profit margin of around 
the pre-war average of 8 to 10 per 
cent before taxes and reserves. 
Even if there were no further 
reduction in corporate levies, net 
income might be maintained at 
around $5 million to $7 million 
annually or sufficient to approxi- 
mate $3 to $4 a share. Accord- 
ingly, with financial position 
strengthened, management may 
feel inclined to adopt a more lib- 
eral dividend policy and to main- 
tain generous distributions so 
long as the sales trend remains 
favorable. 

The only threat that may arise 
to bar a more liberal dividend 
rate would be a serious decline in 
commodity prices. Safeguards 
have been set up to cushion in- 
ventory losses, but any company 
which of necessity uses millions 
of dollars worth of raw materials 
faces the possibility of trouble 
from depreciation of goods in 
process. Glidden’s inventories are 
currently estimated at about $31 
million, representing about two 
months’ operations at the rate of 
$180 million annual sales. Re- 
serves for inventory losses have 
been set aside to the extent of 
$9.3 million, while the “last in- 


first out” method of calculating 
costs affords a measure of pro- 
tection. Hence, management feels 
that reasonable assurance has 
been achieved and that any dam- 
age resulting from a sudden break 
in prices probably would not be 
unduly harmful. Instability in the 
price structure, however, indi- 
cates the measure of risk involved 
in this situation. 

Considering the promising earn- 
ings outlook, even regardless of 
eventual adjustment in the price 
structure, and the company’s 
strong financial position that 
should enable it to weather in good 
shape any price adjustment peri- 
od, the common stock at current 
split price of around 25 appears 
reasonably, even modestly valued, 
selling less than four times indi- 
cated per share profits for the 
1947 fiscal year. Assuming con- 
tinuation of dividends of recent 
basis (60c quarterly before the 
two for one split), this would 
mean an annual dividend of $1.20 
and a dividend yield of about 5% 
on the split stock. However, as 
indicated before, there is reason- 
able expectation that a higher 
rate of disbursement may event- 
ually prevail. Both from a yield 
standpoint and on basis of appre- 
ciation possibilities, the stock at 
current market would seem to 
have a good deal of appeal. 
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1946 Change 


1940-46 
(000 omitted) 


$ 6,038 +$ 2,317; 
200 ++ 200 
9,810 4,802 | 
25,503 15,723 
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ASSETS 
|Cash ........ 
~ 
| Government securities 
| Receivables, net 
|Inventories __ 


Other current assets 


23,251 | 
8,209 | 
7,023 | 
1,186 
1,499 

$22,938 | 


£ 
. 
a 
| 42,224 =— 
|Plantandequiment 30,026 2 5 
Less depreciation 14,226 + 
Net property . 15,800 + 
Other assets .... 1,089 — 
TOTAL ASSETS $59,113 + 
LIABILITIES 
| Notes payable 


Accounts payable 
and accruals 


| Reserve for income 
TONNO csc 


| TOTAL CURRENT 
LIABILITIES 


Long term debt 
| Reserves ........ 
| Capital ....... 14,259 
| Surplus .......... 24,250 
| TOTAL LIABILITIES $59,113 


| WORKING 
| CAPITAL $30,960 
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New Factors in 
Liquor Industry 





(Continued from page 147) 


grain will be withheld from the 
distillers to seriously affect their 
operations. While currently they 
have been forced into the lime- 
light to save less than 10 million 
bushels of grain, the annual re- 
quirements of the industry are 
claimed to represent less than one 
percent of the total crop. 

True, the distillers have agreed 
to sell the Government 200 million 
bushels of grain in warehouses or 
contracted for, but in a pinch they 
might not need to restock later on 
such a large scale. As no one ex- 
pects world food shortages to con- 
tinue acute over an extended pe- 
riod, it seems safe to predict that 
most of the large distillers will 
come through the emergency pe- 
riod without undue suffering or 
sharply lower earnings. As cur- 
rent warehouse stocks of individ- 
ual companies vary much in size 
and composition, prospects differ 
correspondingly. At the moment 
it is reported that Schenley and 
Publicker Industries are particu- 
larly fortunate in having sizeable 
whiskey stocks. 

If Federal allotment of grain 
after the turn of the year should 
restrict supplies to the distillers, 
it will be realized that their prob- 
lem will chiefly center on produc- 
tion of neutral spirits on an ade- 
quate scale. In terms of gallons 
more than twice as much of this 
ethyl alcohol is required than of 
bonded whiskey to _ produce 
blends. Makers of industrial grain 
alcohol of course provide an out- 
side source of supply, but not a 
dependable one, with industrial 
demand at present levels. 


New Alcohol Process 


Looking ahead for another year 
however, this picture may change, 
for the petroleum industry has 
perfected the production of syn- 
thetic alcohol for industrial uses, 
and the price probably will be 
only a fraction of the 73 cents 
per gallon that it now costs to 
make grain alcohol. In this event, 
ample supplies of alcohol might 
be diverted to the liquor industry. 
Under current conditions it is un- 
fortunate that greater use cannot 
be made of alcohol derived from 
molasses and potatoes, for it is 
just as pure and almost identi- 
cal in flavor as that made from 
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grains. Trouble is that the Gov- 
ernment rules enforce use of 
labels that describe the kind of 
alcohol content, and too many 
fussy consumers insist upon a 
base of grain. Numerous distillers 
have used the molasses and potato 
substitute, and some are still do- 
ing so, but in most cases the ex- 
periment has proved unsatisfac- 
tory. 

After weighing the dismal side 
of the liquor industry’s outlook, 
let’s cite the encouraging factors 
that may count far more heavily. 
For one thing, since July both re- 
tail sales and those at the pro- 
ducers’ level have taken a spurt. 
New York State’s Fair Trade 
Practice law on September 1 not 
only stabilized prices of all alco- 
holic beverages except beer and 
cider, but stimulated consumer 
buying to load up at cut prices 
before the deadline date. And as a 
result of the shutdown recently, 
distributors all over the country 
have stepped up their orders im- 
pressively, although probably 
their anxiety to do so was quite 
unnecessary. On top of all this, 
bottling by the distillers of 
straight whiskies has been de- 
cidedly curtailed in recent weeks, 
in order to conserve supplies until 
longer range policies can be de- 
termined. All told, these factors 
have combined to defer the pos- 
sible approach of any price war 
such as has hamstrung the indus- 
try during more than one period 
in the past. Indeed, supply and 
demand influences may tend to 
stiffen prices for brands in 
strongly established demand, or 
at least maintain profit margins at 
a satisfactory level. Conceivably, 
final quarter net earnings of some 
of the distillers may show im- 
provement rather than the re- 
verse, regardless of the shutdown. 


Most important in the current 
situation is that only mashing op- 
erations are involved in the inter- 
ruption of normal output. “Busi- 
ness as usual’ would more ac- 
curately describe the picture, for 
the larger distillers that account 
for about 70% of the industry’s 
total business are not only as busy 
as ever in promoting sales and 
shipping whiskies, but have ex- 
perienced no let up in their ac- 
tivities with other products. Sup- 
plies of rum, cordials, wines and 
brandies have been top-heavy for 
many months past, and it is not 
likely that imports of Canadian 
and Scotch whiskies will decline 
because of grain shortages. 
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Stabilizing Factors 


Diversification of output, fur. 
thermore, tends to stabilize vol. 
ume and profits of some of the 
large distilling concerns. Take 
Publicker Industries, for example, 
In 1946, net sales by this concer 
of industrial alcohol, chemicals 
and solvents, etc., amounted ty 
$28 million, or about 23% of total 
net sales of $119 million, includ. 
ing liquors. In part, these sup. 
plementary activities may account 
for Publicker’s net earnings of 
$23.1 million for nine months in 
1947, compared with $25.7 mil. 
lion in the 1946 bonanza period, 
Considering general conditions in 
the industry during the current 
year, the showing was very sig. 
nificant. Schenley Distillers, too, 
has a big stake in chemicals and 
plastics, that is undoubtedly help. 
ing to stabilize its volume and 
earnings. For nine months ended 
in May, Schenley net earnings 
equalled $7.62 per share, against 
$13.58 for all of 1946. 


Statistical Factors 


Along with our discussion we 
present in tabular form statistics 
to show the relative capital struc. 
ture, operating results, balance 
sheet items and dividend records 
of seven large distillers. Our read- 
ers undoubtedly will find these 
figures helpful in making compar: 
isons, although in most cases re 
ports for a period ending in fiscal 
1947 are not yet available. Due 
to widespread building up of in. 
ventories in the current yeat, 
markdowns, and borrowings, it is 
probable that cash balances, 1 
tios and other significant items 
may be radically changed when 
more up-to-date information cat 
be had. 

On the other hand, it can be 
taken for granted that the ev: 
dent strong financial position of 
all the companies listed, as re 
vealed by the figures shown, ha‘ 
minimized problems relating ti 
working capital during 1947. 


More important, probably, if} 


the earnings and dividend recort 
of the various concerns over a tel 
year period. The peak earnings 


shown for 1947 loom very large. 


compared with those of previous 
years and of course swell the 
average for a decade. Even so, the 
modest proportion of net earnings 
distributed during ten veal’ 
shows the extent to which re 
tained earnings have strengthenel 
the financial status of all the com 
panies under review. Though Ne 
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Today . . . with high prices and taxes having cut your buying power in half, com- 


pared with prewar 1939... you are, naturally, 


investment capital. In your interests, we believ 
. provide the answer . . . especially 


liberal yields plus appreciation potentials . . 


looking for a greater return on your 
e sound common stocks .. . through 


| when geared to the expert timing and selection of specialized Forecast Service. 


543, Points Gain in One Month 
This gain was available on the recent rise . . . 
from September 23rd to October 23rd. It is an- 
other illustration of the manner in which Fore- 
cast Advices outstrip the market. A breakdown 
of the advances in the stocks carried shows: 
For the Short Term 
29 V2 Points Gain On... 
—Dynamic Special Situations 
—Low-Priced Opportunities 
For the Longer Term 
24% Points Gainon... 
—Investment Recommendations 
—Low-Priced Situations 
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Dow-Jones Industrials 


How Upmove Was Accurately Gauged 
July 22--Averages at 184.41 — It would 
not be surprising if we had some secondary 
decline. 

Sept. 23-——Averages at 175.54 — Prospect 
| favors broadening of support in coming 
| weeks. 
| Oct. 7—Averages 179.33--We may soon 
| have test of 1947 highs. (Within 2 weeks, 
| averages advanced to 186.24 as contrasted 


with July 24 high of 186.85.) 
When to Buy and When fo Sell 


ment capital . .. applied to your independent 
holdings . . . geared to our definite advices. 

We aim to have you become more liquid be- 
fore declines . .. expand your position prior to 
advances .. . in order that your capital may be 
utilized most advantageously. 


What to Buy and What fo Sell 


All of our recommendations meet our rigid 
evaluating factors in regard to: (a) Industrial 
Position and Prospects; (b) Financial Strength; 
(c) Proven Earning Power; (d) Good and 
Stable Yields; (e) Appreciation Potentials. 
Securities selected are kept under our continu- 
ous supervision in specialized programs suited 
to your caital, wishes and objectives. We will 
tell yo what to buy in undervalued situations 

. . what to sell as market resistance or rising 
prices discount possibilities. You are never in 
doubt as to what action to take. 


Technical Market Indicator Given Weekly 


Our Supply-Demand Barometer has accurately 
taken the pulse of this year’s intritate move- 
ments ... just as it signaled the 1946 break on 
July 15 . . . six weeks ahead. This indicator, 
charted and interpreted weekly, has proven a 
very valuable market tool. It is supplemented 
also by Dow Theory Interpretations. 





MEASURING MARKET SUPPORT 


DEMAND FOR STOCKS 
(AS INDICATED BY TRANSACTIONS 
AT RISING 
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| ¥ ou can appreciate what this expert timing OO ‘am ” aan | 
would mean to the increment of your invest- 
| | 
e eee ep oe FREE SERVICE TO JANUARY 11,1947 [= oo edness 
—— Mail Coupon | . sai 
I | THE INVESTMENT AND BUSINESS FORECAST | 
i / of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. | 
i ( oday ¢ | I enclose [J $50 for 6 months’ subscription; [1 $75 for a year’s subscription. | 
| | (Service to start at once but date from January 1, 1947) " 
| MONTHS’ 50 | SPECIAL MAIL SERVICE ON BULLETINS " 
HT Air Mail: (1 $1.00 six months; [1] $2.00 one (0 Telegraph me collect in anticipation of im- 
| SERVICE $ | pi in U. S. and Canada. ‘ portant market turning points... when to 1 
| | Special Delivery: 0) $3.50 six months; buy and when to sell. | 
12 MONTHS’ 75 C) $7.00 one year. 
SERVICE 9 
‘|| Complete service will start at | | 
|| once but date from January 1. | Bas C3 1-1 ne —- | 
||| Subscriptions to The Forecast | Cit Stat ! 
° Se ee Cn CREO Ere et earn _. state 
| are deductible for os poses. I Your subscription shall not be assigned at any List up to 12 of your securities for our initial J 
| | time without your consent. Advisory and Tax Savings Report. | 
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tional Distillers has been the most 
generous of the group in declar- 
ing dividends averaging 77 cents 
per share, against average net 
earnings of $1.66, about 66% of 
net was retained in the business. 
As Publicker Industries has paid 
no cash dividends on its common 
for a decade past, earnings equal- 
ling $27.80 per share have been 
accumulated to provide additional 
working capital. On a ten year 
basis, Brown-Forman Distillers 
has retained about 96% of net 
earnings in the business. In all in- 
stances, conservative distributions 
have been the rule, and due to 
high requirements for working 
capital, similar policies may pre- 
vail for some time to come. 

At the tenth annual meeting 
of the National Alcoholic Bever- 
age Control Association, about a 
month ago, Thomas W. Balfe, 
vice president of National Distil- 
lers Products Corporation pre- 
dicted that Americans would 
drink 200 million gallons of liquor 
in 1948, or 40 million gallons more 
than the prewar average but 30 
million under the all-time high in 
1946. Judging from this profes- 
sional estimate, it would appear 
that barring a drop in national in- 
come, the liquor industry expects 
consumption to level off at about 
the current rate. Granted the val- 
idity of this surmise, and assum- 
ing that the conservation program 
won’t seriously alter the picture, 
sales and earnings of the industry 
should continue higher than in 
prewar years, perhaps substan- 
tially so. 


Shares Modestly Valued 


In view of the numerous factors 
that offset the impact of the much 
discussed and probably over-rated 
shutdown, the current price level 
of liquor shares deserves rather 
close scrutiny. It will be noted 
from the tables that price-earn- 
ings ratios (to 1946 earnings) are 
decidedly moderate, in some cases 
strikingly small. Distillers Sea- 
grams, with 5.9, has the largest 
ratio of the group, and Brown 
Forman with 2.1 the smallest. 
While investor appraisals quite 
wisely have discounted last year’s 
record earnings severely, it could 
easily be that they have overdis- 
counted foreseeable adverse fac- 
tors. 

The Magazine of Wall Street 
Index of liquor shares started the 
current year at a level of around 
933 but on October 25 stood at 
746, dropping 9 points in the final 
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week in reflection of the shut- 
down. Even so, it should be real- 
ized that in early summer, this 
index had declined to 593. Addi- 
tionally it will be noted that divi- 
dend yields of the different con- 
cerns, with few exceptions, are 
unattractive compared with good 
equities in many other industries. 
Shareholders in Brown-Forman 
and Distillers-Seagrams may have 
some warrantable hopes of higher 
dividends, but in contrast the 
10.2% yield from American Dis- 
tillers seem a bit high in relation 
to average earnings. Though some 
of the other concerns may occa- 
sionally pay extras, support of 
large inventories and repayment 
of debts may be a restrictive fac- 
tor. : 
Back of all these considerations 
is the possibility, if not probabil- 
ity, that net earnings may prove 
sufficiently satisfactory to 
strengthen appreciation potentials 
for the liquor shares after the 
present cloud of uncertainties dis- 
solves. In times when the gen- 
eral market is trending strongly 
upward, the liquors often give an 
excellent account of themselves. 





Venture Capital Needed 
To Sustain Continuing Boom 





(Continued rom page 127) 


—for improvement of plants and 
facilities—are an essential char- 
acteristic of a prosperous econ- 
omy. We do not have to overtax 
our memory either to remember 
the dearth of capital formation in 
the Thirties or to recall that this 
was one of the principal causes 
for the extent and depth of that 
depression period. 

Conditions today, created by 
twelve years of depression and 
four years of global war, have de- 
veloped an unprecedented demand 
for capital formation. Capital ex- 
penditures, it has been estimated, 
may have to run at an annual 
rate of $20 billion for five years 
to make up for the long hiatus 
that has occurred. This is an 
enormous sum, and the amount 
will be large even if the total will 
fall considerably short of this 
estimate. But upon _ industry’s 
ability to obtain these funds will 
depend the prosperity of our 
country. Much of this required 
capital will of course be obtained 
through debt financing, that is 
bond issues and other long term 
obligations, but a sizable part 
must come from equity financing 


or venture capital, and it must 
emanate from the savings of the 
people, that is the people who 
ean afford to bear the risk jp. 
herent in venture capital. 

The most effective way to ex. 
pand the supply of investment 
funds for such a purpose is to 
revive individual investment ip 
securities by revising the tax 
structure in the interest of ven. 
ture capital. This does not neces. 
sarily mean sharp reduction in 
personal income taxes though any 
move in that direction—however 
modest—would of course be a 
tremendous help. More particu- 
larly it would mean removing the 
inequity of double taxation of 
corporate income which is paid 
out in dividends, and liberalizing 
the capital gains tax which, 
while producing little revenue, 
acts as a tremendous deterrent to 
private security investment under 
today’s conditions. In short, our 
tax policy should revolve around 
venture capital and the factors of 
incentive and initiative in all 
ranks of our society. 


Unfair Taxation | 


Even the Government has ad- 
mitted the unfairness of double 
taxation but seemingly hasn't 
been able to decide on an alterna- 
tive scheme. Our present method 
of taxing corporate net profits 
first at the corporation level and 
then again when the profits are 
distributed in the form of divi- 
dends is inequitable for the 
simple reason that the corporate 
tax rate is not correlated to the 
owners’ or shareholders’ personal 
income tax status. It is unfair 
because it involves great discrim- 
ination against those in the lower 
as well as higher income brackets 
who own shares in our corpora- 
tions. Uncle Sam takes anywhere 
from 21% to 38% at corporate 
levels and then levies an indivi- 
dual income tax on the stock- 
holder which may siphon off as 
much as 86.45% of the taxpayer's 
dividend income. 

Similarly, capital investments 
are deterred by the application 
of the arbitrary and discretionary 
features of the capital gains tax. 
This tax is arbitrary in that it 
establishes a definite holding 
period which determines whether 
100% or 50% of the capital gain 
is subject to tax—either at a 
fixed rate or as part of ordinary 
income. It is discretionary in that 
it is effective only in respect to a 
successful investment which for 
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one reason or another is con- 
verted into cash. 

There are of course factors 
other than taxation which are re- 
tarding the free flow of venture 
capital, that is factors that affect 
investor sentiment and market 
conditions generally, but in the 
present environment particularly, 
the tax factors mentioned seem 
to be of overriding importance. 
The nature of the securities 
market has changed so that it is 
now an investment market pri- 
marily. Anything that militates 
against basic investment princi- 
ples—and such exist for risk in- 
vestment as well — militates 
against the free flow of venture 
capital on which continuation of 
prosperous conditions depend. 
Venture capital can only be at- 
tracted if there is adequate 
promise of reward, apart from 
the risk involved. But the promise 
of reward today is seriously cir- 
cumscribed by unfair and dis- 
criminatory taxes. 


Ebb And Flow 
Of Investment Values 








(Continued from page 125) 


demand. If this is overcome, as 
it is in many instances, the fu- 
ture will show a different picture. 

There has already been a 
marked change in the position of 
petroleum refiners, before the war 
plagued by overcapacity and spo- 
radic overproduction. Nothing of 
the sort is likely to recur in the 
foreseeable future, and the shares 
of such companies have already 
reflected this. Improvement of 
their basic position is also indi- 
cated for tire and rubber manu- 
facturers, not only because of the 
record demand for their products 
but importantly also because of 
the lessened possibility of severe 
inventory losses from price fluc- 
tuations in natural rubber. With 
synthetic rubber here to stay and 
used in heavy volume in the man- 
ufacture of many rubber prod- 
ucts, but especially of tires and 
tubes, the industry’s main prod- 
uct, a more favorable future rec- 
ord of earnings, and earnings 
stability, is a logical expectation. 
Tire company earnings at present 
may be abnormally high and it 
may be difficult to say just where 
they will eventually level off, but 
the change brought about with 
introduction of synthetic rubber 
should certainly be for the better 
from an overall earnings stand- 
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point. Eventually, this should 
find fuller market reflection than 
at present. 

Hosiery makers similarly were 
troubled by sharp fluctuations in 
silk prices, often severely so. 
With rayon and nylon now taking 
the place of silk, this danger is 
greatly reduced, for prices of 
synthetic fibers, which are chemi- 
cal products, are far more stable 
than silk. The only danger is 
eventual overcapacity, leading to 
price disruption under declining 
demand conditions. Thus no clear- 
cut conclusions as to the future 
earnings trend can be arrived at, 
in the sense of this article. 


Other Examples 


Truck and cab manufacturers 
in prewar years were affected by 
overcapacity and sharp competi- 
tion which adversely affected 
their record of investment return. 
For the moment, the opposite is 
the case; production is lagging 
behind demand and earnings are 
excellent. They are likely to re- 
remain so until a balance is 
achieved between supply and de- 
mand in the automotive field 
which in the case of trucks may 
occur considerably sooner than 
for cabs, or passenger automo- 
biles—for that matter. In heavy 
trucks, at least in certain types, 
an approach of a balance is al- 
ready discernible although this 
doesn’t mean an immediate re- 
turn to prewar conditions. But 
over the longer term, such condi- 
tions are likely to be seen again. 

In the accompanying tabulation 
are listed statistical data pertain- 
ing to a number of companies ac- 
tive in the fields discussed in this 
article, that is in fields which be- 
fore the war showed a stationary 
or declining trend of investment 
return and where postwar condi- 
tions may or may not portend a 
reversal. It is self-evident from 
the foregoing comment on the 
various industries, that the mere 
listing of these companies cannot 
be taken as an indication that 
such a reversal can be assumed; 
it merely points to situations 
where it may occur. Perhaps the 
best prospects, in the writer’s 
opinion, are to be found among 
the newsprint, tire & rubber, fer- 
tilizer, coal, meat packing and 
packaged foods industries. The 
writer feels far less assured in 
the case of iron ore and pig iron, 
leather and shipping, clothing 
and hosiery. The future alone will 
tell, of course; but for the pru- 
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AMERICAN Standard 


Rapiator Sanitary 
Now York CORPORATION Pittsburgh 


PREFERRED DIVIDEND 
COMMON DIVIDEND 


A quarterly dividend of $1.75 per share 
on the Preferred Stock has been declared 
payable December 1, 1947, to stock- 
holders of record at close of business 
November 21, 1947. 


A dividend of twenty cents (20¢) per 
share and a special dividend of twenty 
cents (20¢) per share on the Common 
Stock have been declared payable De- 
cember 31, 1947, to stockholders of rec- 
ord at close of business December 5, 1947. 


JOHN E. KING 


Treasurer 








NATIONAL CONTAINER CORP. 


A regular quarterly dividend of thirty 
cents per share was declared on the Com- 
mon Stock of the National Container 
Corporation payable December 10, 1947, to 
stockholders of record November 15, 1947. 


HARRY GINSBERG, 
Treasurer. 











dent investor, it is never too soon 
to appraise trends in the making. 
That this may involve a large 
margin of error is readily ad- 
mitted. It explains why such ap- 
praisals must be undertaken 
again and again to keep pace with 
changing developments. 


As I See It! 








(Continued from page 117) 


doubt whether they have endured 
greater hardship or suffering at 
any time in their history than 
under the policed state of the 
Soviet system — called Com- 
munism. 

Let us hope that the people— 
having nothing to lose but their 
chains—will rise in their wrath 
and destroy the vampire that is 
bleeding them white without pity 
and without mercy. 





Can Extended Rise Develop— 
From Current Levels? 





(Continued from page 119) 


out of the sweeping Conservative 
victory in the British municipal 
elections or numerous additional 
dividend boosts or extras in the 
weeks just ahead. Seasonal ten- 
dencies have usually been down- 
ward for much of November and 
early December. 

In view of the uncertainties 
cited, and the dubious technical 
indications, we recommend enough 
profit-taking to establish no more 
than 50% invested positions in 
average accounts — Mon., Nov. 3. 
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A First Step in Your Program for a 


PROFITABLE 1948 


RY this experiment! Imagine that all your securities were sold 





yesterday. Today you have nothing but their cash value. 


Then ask yourself, “Should I repurchase my former holdings as 
offering the most outstanding prospects for safety, income, profit—or could all or 
part of my funds be used more profitably in the coming year? Should I invest my 


cash now?” 


Some investors who test their lists honestly find that they are holding securities for 
unsound reasons: (1) because they dislike to take losses even in weak issues; (2) 
because they like to see issues on their list which show a profit, even though the 
future has been discounted; (3) because they are sentimentally attached to inher- 
ited securities, or shares of a company for which they work; (4) because they feel 
that they might have difficulty in deciding upon a replacement; (5) because they 
are worried about taxes resulting from security changes; (6) procrastination. 


Today there is no need to hold unfavorable investments which will be slow to 
recover or may suffer further decline. Selected issues are available which offer a 
substantial income, a good degree of security and dynamic growth prospects if your 
purchases are strategically timed. Many are undervalued as measured by earning 
power, capital assets and 1948 potentialities. 


As a first step toward increasing your profit and income in 1948, we invite you to 
submit your security holdings for our preliminary analysis—entirely without 
obligation—if they are worth $20,000 or more. 


Our survey will point out less attractive holdings and those to keep only temporar- 
ily. It will tell you how our personal supervision can assist you to strengthen your 
diversification, income and the enhancement possibilities of your account. We will 
evaluate your list and quote an exact annual fee for our service. 


Merely send us a list of your securities. Give the size of each commitment and 
your objectives. All information will be held in strict confidence. 


INVESTMENT MANAGEMENT SERVICE 


A division of THe Macazine or WALL STREET. A Background of forty years of service. 


90 BROAD STREET NEW YORK 4, N. Y. 














AI 





168 


THE MAGAZINE OF WALL STREE! 











Lil 








CHAPTER |. With production well under 
way, Martin 2-0-2 airliners are now entering 
service on leading airlines. Martin 3-0-3 air- 
liners are well along in flight tests. 


CHAPTER II. Six military types are in pro- 
duction or development by Martin for the Air 
Force and the Navy. Martin is also manufac- 
turing aerial gun turrets . . . huge Neptune- 
type rockets for the Navy. Other new develop- 
ments, as yet unannounced, presage additional 
military business. 


CHAPTER III. Martin Plastics and Chemi- 
cals Division will shortly enter large-scale 
production of Marvinol resins . . . versatile 
plastic raw materials with broad uses through- 
out industry. 


CHAPTER IV. Other concerns, both here 
and abroad, are manufacturing Martin devel- 
opments under licensing agreements. Thus, 
U. S. Rubber Co. manufactures Martin flexible 
fuel tanks—U. S. Plywood Corp. is manufac- 
turing Honeycomb structural material—and 
numerous other Martin inventions are li- 
censed to other companies. 


CHAPTER V. New developments include 
Stratovision, the re-broadcasting of television 
and FM from planes to eliminate need for 
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MARTIN CO. ? 





costly coaxial cables or relay stations. Strato- 
vision is a joint project of Martin and West- 
inghouse Electric Corp. Helicopter research is 
being pushed by Martin Rotawings Division. 


CHAPTER VI. Important research contracts 
have been awarded Martin by the military 
services. Projects include guided missiles, 
electronics, new forms of propulsion, super- 
sonic speeds. Better products, greater progress, 
are made by Martin! The Glenn L. Martin 
Company, Baltimore 3, Md. 
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AIRCRAFT 
Builders of ‘Dependable Aircraft Since 1909 


AN INTERNATIONAL INSTITUTION 
MANUFACTURERS OF: Advanced military aircraft ® Aerial 
gun turrets © Guided missiles ® Outstanding commercial 
planes for both passenger and cargo service ® Marvinol 
resins (Martin Plastics and Chemicals Division) DEVELOPERS OF: 
Rotary wing aircraft (Martin Rotawings Division) © Mareng 
fuel tanks (licensed to U. S. Rubber Co.) © Honeycomb con- 
struction material (licensed to U. S. Plywood Corp.) © Strato- 
vision aerial broadcasting (in conjunction with Westinghouse 
Electric Corp.) © Aircraft ground-handliiig equipment (licensed 
to Aircraft Mechanics, Inc.) LEADERS IN RESEARCH to guard 
the peace and build better living in many far-reaching fields. 












In engineered excellence and overall beauty of tone and design, 
Magnavox is unsurpassed at any price. This truly fine instrument brings 
you the maximum in radio-phonograph pleasure at moderate cost. 
In any comparison, its outstanding value is readily apparent. 
See and hear Magnavox today in America’s finest stores. 
The Magnavox Company, Fort Wayne 4, Indiana. 
IMustrated: THE CHAIRSIDE: A convenient 
radto-phonograph in beautiful and practical 


modern design. Available in mahogany, walnut, 
white oak or prima vera (blond) $245, 
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RADIO PHONOGRAPH 


Lhe Yynlol of Quality tn Kad 


— Senet 1949 


Dynamic Speakers Solenoids Etectrolytic Capacitors iflustravox Sound Slidefilm Equipment 
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